4.0 Regulatory Impact Review

The following section addresses the specific requirementsof E.O. 12866, to provide adequate information
to determine whether an actionis“significant,” under the Executive Order criteria. Thereguirementsfor all
regulaory actions, specified in E.O. 12866, are summarized in the following statement from the order:

In deciding whether and how to regulate, agencies should assess all cods and benefits of avalable
regulatory alternatives, including thealternative of not regulating. Costsand benefitsshall beunderstood
to include both quantifiable measures (to the fullest extent that these can be usefully estimated) and
qualitative measures of costs and benefits that are difficult to quantify, but nevertheless essential to
consider. Further, in choosing among alternative regulatory approaches, agencies should select those
approaches that maximize net benefits (including potential economic, environment, public health and
safety, and other advantages,; distributive impacts, and equity), unless a statute requires another
regulatory approach.

The Executive Order requires that the Office of Management and Budget review proposed regulatory
programs that are considered to be “dgnificant.” A “significant regulatory action” is one that islikely to:

(1) Havean annual effect on the economy of $100 million or more or adversely affect in amateria way
the economy, a sector of the economy, productivity, competition, jobs, the environment, public health
or safety, or State, local, or tribal governments or communities;

(2) Create a serious inconsistency or otherwise interfere with an action taken or planned by another
agency,

(3) Materially alter the budgetary impact of entitlements, grants, user fees, or loan programs or the
rights and obligations of recipients thereof; or

(4) Raise novel legal or policy issues arising out of legal mandates, the President’s priorities, or the
principles set forth in this Executive Order.

4.1 Problem Statement

The recent expansion of the halibut charter industry may make achievement of Magnuson-Stevens Act
National Standards more difficult. Of concern isthe Council's ability to maintain the stability, economic
viability, and diversity of the halibut industry, the quality of the recreational experience, the access of
subsistence users, and the socioeconomic well-being of the coastal communities dependent on the halibut
resource. Specifically, the Council notes the following areas of concern with respect to the recent growth
of halibut charter operations:

1. Pressure by charter operations may be contributing to localized depletion in several areas.

2. The recent growth of charter operations may be contributing to overcrowding of productive
grounds and dedining harvests for historic sport and subsistence fishermen in some areas.

3. Asthereiscurrently nolimit on the annual harvest of halibut by charter operations, an open-
ended reallocation from the commercia fishery to the charter industry is occurring. This
reallocation may increase if the projected growth of the charter industry occurs. The economic
and social impact onthe commercial fleet of this open-ended reall ocation may be substantial and
could be magnified by the IFQ program.

4. In some areas, community stability may be affected as traditional sport, subsistence, and
commercial fishermen are displaced by charter operators. The uncertainty associated with the
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present situation and the conflicts that are occurring between the various user groups may also
be impacting community stability.

5. Information is lacking on the socioeconomic composition of the current charter industry.
Informationisneeded that tracks: (1) theeffort and harvest of individual charter operations; and
(2) changes in business patterns.

6. The need for reliable harvest datawill increase as the magnitude of harvest expands in the charter
sector.

Currently, thereisnolimit ontheannual harvest of Pacific halibut by recreational fishermen utilizing charter
operations, lodges, and outfitters to access this resource off Alaska. Under the status quo, the potential
exists, therefore, that an open-ended reallocation from the commercial fishery to the charter industry is
occurring. This reallocation may accelerate over time, if the projected growth of the charter industry in
Alaskaisrealized. Foramoredetailed discussion of theunderlyingneed for the proposed action, see Section
1.0 of the Environmental Assessment (EA).

4.2 Management Objectives of the Action

The Council has proposed a range of aternatives to address the problem of unregulated growth in the
charterboat industry, as it pertains to the distribution of Pacific halibut catches among commercial and
charterboat fishing sectors, that specifically build on decisions made by the Council in September 1997. As
explained in more detail in the introduction to the EA, these regulatory decisions sought to establish
guideline harvest levels (GHL) for the charter sector in Areas 2C and 3A, based on 125% of the charter
sector’ s1995 harvest. The GHL s equated to 12.35% of the combined commercial and charter halibut quota
in Area2C, and 15.57% in Area3A, based on available datain 1997. Revised estimatesindicatethe GHLS
equate to 12.34% and 15.54%, respectively, based on more recent information (see Section 1.0of the EA).

The Council’ s objective is to seek an equitable balance between the competing needs of each sector by
establishingaGHL whichsimultaneously recogni zestheeconomicimportance and contribution totheregion
of the charterboat sector, and yet safe guards the integrity and stability of the highly valued directed
commercia halibut fishery off Alaska. (See Section 1.1 Purpose and Need for the Action for an in-depth
treatment of this topic).

4.3 Alternatives Considered

The suite of GHL alternatives under consideration was devel oped over an extended period, with input from
awiderange of sources(see Section 1.2 for adetai led discussi on of thisprocessand development). Initidly,
this process resulted in a suite of three alternatives, in April 1998. A second round of meetings resulted in
asuite of five alternatives, with a number of options and sub-optionsin April 1999.

Subsequently, the Council further modified, and then adopted therestructured alternatives during review in
December 1999, which are the basis for this analysis. The restructured alternatives were requested and
supported by the SSC. Indeed, the new alternativesfacilitate a clear presentation and better understanding
of the environmental and economic anal yses. After the Council selected its preferred alternativein February
2000, NMFSidentified that implementing the recommended management measures through the framework
process resulted in difficulties with meeting APA requirements. It recommended a fourth alternative that
would publish the Area 2C and 3A GHLs and aformulafor reducing themif the halibut resource declined
through notification in the Federal Register. Further, NMFS would notify the public of the GHL after the
IPHC determinesthe GHL and would send aletter to the Council and publish anoticeinthe Federal Register
if a GHL was reached.
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The very extensive set of alternatives, issues and options are presented, in considerable detail, both in the
EA and|later, in associationwith theeconomic analysis, in Sections4.5 and 4.6, below. They are not repeated
here because of their complexity and detail, but areformally incdluded (asrequired) inthe RIR, by reference
(see Section 1.2).

4.4 Economic Toolsand Analytical Framework

Economic considerations for allocating a resource among competing sectors center around the notion of
economic efficiency, which is analogous to the idea of “maximum net benefits’. An efficient allocation
occurs when the combination of net benefits to consumers and producersin each sector is greatest. This
combination is the sum of net benefits to the primary stakeholders in each user group: consumers of
commercially caught halibut, commercial fishermen, sport anglers, and charter operators. Cost-benefit
analysis (CBA) isconducted to enumerate the net benefit effects of policy changes on primary stakeholders.
Though policy changes also affect secondary markets, such as the processing sector, these effects are not
generally treated separately in CBAs because they are captured under a demand analysis for the primary
market, provided secondary markets are not distorted (Boardman et al. 1996). Barring distortions in
secondary markets, changesat thislevel arenegligibleinthe net benefit context becausethey arelikely offset
by changes elsewhere in the economy (Johnston and Sutinen 1999).

Consumers of seafood determine the value of commercial fish through their willingness to pay. Tota net
benefits to consumers are measured as the difference between “willing to pay”, and what the consumer
actually is required to pay (the market price) to consume seafood. The net benefits to commercial fishers
isthe difference between what they receive for supplying fish (ex-vessel revenues) and all costs associated
with harvesting the resource, inclusive of opportunity cost. Opportunity cost representsthe valueof the next
best business alternative that acommercial operator could have engaged in with hisor her investment. Net
benefits to commercia harvesters, and producersin general, are referred to as producer surplus.

Consumer surplusin therecreational sector existsregardless of whether thereisamarket for the recreational
activity, sinceit isthe difference between what anglersare willing to pay to sportfish and the cogsincurred
tofish. Inthecase of charterboat fishing, thereisamarket for guided trips, and the difference between what
a guided angler would be willing to pay and what she does pay (the charter price) is the net benefit, or
consumer surplus to anglers. The net benefit, or producer surplus, to charter operators is the difference
between their total revenues and their costs, including opportunity cost.

The summed total of consumer and producer surpluses in both the commercial and recreational sector
represent thetotal net benefit society derivesfromtheresource (although notethat inthis casethereare other
uses for halibut that fall outside this particular allocation, such as unguided sportfishing, subsistence, etc.,
and these also contribute to total net benefits). Through a number of modeling approaches, cost-benefit
analysis attempts to first identify current levels of net benefits to each market, and then to predict how net
benefits would change as portions of the resource are allocated from one sector to the other. In assessing
only net national benefits, it should be noted that some benefits are excluded in a CBA. For example, the
consumer surpluses of foreignerswho cometo Alaskato sportfish or the benefits enjoyed by the consumers
of exported commercial halibut would not be a part of the net national benefit calculation.

It can be the case that the allocation that produces net national benefits is one that greatly favors one sector
over the other, or that is substantially different fromthe starting point. Asexplained by Edwards (1990), so
long as net national benefits increase, efficiency is gained even if it means a substantial 1oss of economic
surplusto one of the sectors. The* compensation test for judging whether efficiency isincreased iswhether
‘winners of economic value could compensate ‘losers’ and still come out ahead” (Edwards 1990). Inthe
second of the two model s below, allocation of the resource to Sector A resultsin aloss of efficiency, while
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allocation to sector B resultsin again of efficiency. Thisimplies that the combined size of the pieis what
mattersin the determination of efficiency, rather than the relative sizes of the sharesfor each sector, which
iswhy theindividual “slices’ of consumer and producer surplusesfor each sector are not shown in the either
of the allocation changes represented by the left and right-most pies of the second model below.

Components of Net National Benefits (i.e. Net Economic Value)

Consumer Consumer
surplus surplus

Producer surpius Producer surplus
(harvesting, wholesale, retail) (charter fishing)

Seafood Sector Sport Fishing Sector

Adapted from Edwards (1990)

Economic “efficiency “does not take “equity” into account (i.e., differential weighting of the interests or
utility of one group, as compared to others), nor does it necessarily consider the effects of regiona impacts
associated with changes in allocation. Both the commercial and sport fisheries contribute to regional
economies. Producers in both sectors purchase inputs such as labor, fuel, vessels and vessel maintenance
services, financial services, etc. They both pay taxes that contribute to the well being of communities, and
support linked industries such as processors, marine equipment suppliers, and fuel piers.

As consumers of sport fishing services, guided anglers also spend monies that contribute to the economic
well being of communitiesthat provide charters. National Standard 5 of the M agnuson-Stevens A ct mandates
that economic efficiency be considered in the management process, but that it should not be the sole purpose
of the allocation process. Identification of the downstream monetary impacts is helpful supplemental
informationin revealing the distributional effects of apolicy change among the various industry sectors of
alocal or regional economy, quite apart fromthe net benefit implications, andthisisthe subject of economic
impact analyss.
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Economicimpact analysis(EIA) providesasnapshot of theeconomicinterdependenciesof variousindustries
in aregiona economy, and therefore allows analysts to model the downstream effects of demand changes
for commodities or services. Since opportunity costs and willingness to pay do not enter into the impact
assessment framework, the results of an EIA should not be confused with statements of value. It should be
noted, however, that the results that yield the greatest value under a CBA may, at times, imply very
disproportional allocations among stakeholders. Because notions of fairnessand equity do not enter into
the CBA framework, ElAs are useful tools for tracking and identifying the impacts, in revenue and
employment terms, of alternative policies among the various playersin an economy. For a more detailed
discussion on the differences and appropriate uses of CBAs and EIAS, see Edwards (1990), Johnston and
Sutinen (1999), or Steinback (1999).

Datalimitations and time constraints prohibit the development of afull complement of models to estimate
net benefit and impact assessments of the halibut charter and commercial fisheries. A number of past studies
and ongoing projects are referenced in this chapter and developed to characterize the economics of these
fisheries; however, it was not possible to present more than a fragmented economic view on some aspects
of present leve s of economic benefitsand impacts. The Scientific and Statistical Committee reportedinits
minutes following the December, 1999 Council meeting that:

Efficiency

- Sector Sector
A
Consumer
surplus
Producer ~
surplus
Lossin | Gain In
Efficiency Present Conditions Efficiency

Adapted from Edwards (1990)

The document does not provide definitive evidence on the net benefits of different options for halibut
charterboat management. While it provides some new information on the levelsof net economic benefits,
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it does not provide acomprehensivelook at thechangesin net economic benefitswith different policies. The
document would benefit from a brief discussion of the analytical framework that is appropriate for
consideration of the allocation decision that is before the Council. However, it is important that all
participants in the Council process understand that, even if a comprehensive set of studies were available,
such models have limited ability to predict the consequences of major changesinthe regulatory structure or
management strategy. It will inevitably fall to the Council to decide who should gain at whose expense.

Thereis not enough information to know whether benefits to the commercial sector could offset losses to
the recreational sector following an allocation change. Nor is there enough information to know whether
increases in regional economic activity associated with the recreational industry will offset decreases in
regional economic activity associated with the commercial industry. In the absence of critical dataand more
detailed analysis, more specifically geared to GHL issues, the sources in this chapter represent the best
available data. They are identified along with their relevant functions in the following table.
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Model or data

Data source

Type of evaluation

Comparable data
in analysis for
other sectors

Caveats /
limitations

Ex-vessel demand

NMFS price and
quantity time series
for Alaska- and
Canadian-landed
halibut, for other
sources see
Appendix 3

Provides demand
elasticity for
projecting total
revenue effects of
changes in
commercial harvests

Participation rate
model, to a limited
extent

Cannot be used to
determine net
revenue effects
without acost model;
cannot be adequately
extended to
consumer level to
provide net benefit
changes to
commercial halibut

consumers
Sportfishing| Lee et a. (1999) [ P r o v i d e s| Ex-vessel demand | Specific to Kenai
participation rate| survey of Kenai | responsiveness | model provides | Peninsula
model Peninsula anglers, | (elasticities) of | elasticity estimates
see Appendix 1 participation to | for ex-vessel
various attributes | market, but these

such as cost (demand
model) and catch,
useful for predicting
effects of limiting
catch. Also provides
estimates of
consumer surplusfor
anglers

are difficult to
compare because of
differing units of
measure

Quota share prices| CFEC IFQ reports | With more analysis, [ None If estimated, would
(Chapter 3 with could providecurrent provide expected vs.
discussion in Chapter and projected realized producer
4) estimates of producer surplus
surplus (net benefits)
expected by
commercial
harvesters
Kenai Peninsula] Lee et al. (1999) | Economicimpactsof | None Specific to Cook
input-output model survey of Kenai [ changes in charter Inlet fisheries and
Peninsula anglers | fishery impacts on the
(Appendix 1), western Kenali
angler expenditure Peninsula
analysis(Chapter 3)
,IMPLAN database
Baseline commercial] NMFS, CFEC,| Present levels of| B asel i ne| Only provides
fisheries data] ADF&G economic activity; [ expendituredatafor | current levels of
(Chapter 3) with development of [ Kenai Peninsula| economic activity
a commercial | sport fishery in
fisheriesinput-output | Chapter 3

model, could
estimate economic
impacts
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441 Toolsfor estimation of net benefits

Thisanalysisrelies heavily ontwo current studiesfor purposes of describing someof the net benefit aspects
of the recreational and commercia halibut fisheries, and references a number of others, where the
methodologies used would prove useful for further net benefit estimation if data and time were not
constraining factors. Lee et al. (1999b) use the Lee survey data presented in Section 3 of this analysis to
model the effect of fishery attributes, such as catch, size, and cost on participation rates in the marine sport
fisheriesoff of the Kenai Peninsula. In addition to deriving point € asticity estimates for both price/quantity
of trips and catch/quantity of trips relationships, this modeling aso provides average measures for angler
surplus, that is the net benefit to anglers from sport fishing. Herrmann (1999) provides a review of the
literature on demand for commercial halibut, and updatesavariation of ademand model developed inLin
et al. (1988) to describe demand at the ex-vessd levd.

Some Critical Assumptions and Comments Needed to Interpret
the Economic Results Reported in this Document

1. Logbook data and the models that were used to analyze those data are based on all bottomfish trips taken, and not
just halibut trips. Therefore, the number of trips used in this analysis may overstate the number of halibut trips
actually taken by guided anglers.

2. The participation rate model results were based on data specific to the western Kenai Peninsula. Expanding the
results of that model to other areas would tend to introduce biases if the average guided angler from the western
Kenai is not representative of average guided angler in other parts of 3A and 2C.

3. Compensating variation is an estimate of the amount of cost, above and beyond what the average angler pays, that
would make the angler indifferent to taking the trip if she had to pay it. In other words, it is the amount of
compensation that the angler would have to receive for not taking the trip to leave her as well off as she would have
been had she taken the trip

4. Sincethe western Kenai Peninsula guided halibut fisheries are thought to be different from those in the rest of area
3A and 2C, the compensating variation estimates reported in this document were deemed to be inappropriate for
application to the broader 2C and 3A areas.

5. Separate datafor guided and non-guided halibut fishingtrips were not available for usein the model used to estimate
compensating variation. Including both types of tripswill alter the net benefit results for guided anglersif guided
and non-guided anglers have different levels of compensating variation. Note that the analysis was able to break
out resident Alaskans, for them the average per day trip compensating variation is estimated at $61, and for non-
residentsit is $59.

6. The quantitative results for the one fish bag limit analysis are based on reducing the number of halibut that are
expected to be caught (both retained and released) and not just the number of halibut retained. Basing the analysis
on reducing the number of fish caught was assumed to represent a probable upper bound estimate of decreased
participation.

7. Resultsfromtheone-fish baglimitanalysisrepresent the percentage reductioninthelikelihood that an angler would
still take the halibut trip. An estimate of 90 percent means that the angler is 90 percent less likely to take the halibut

trip if they expect to catch only one halibut relative to their current catch expectations (both retained and released
fish). It does not necessarily mean that there will be 90 percent fewer trips taken.

8. Results derived from Impact and net benefit analyses are not additive.

9. Thereader should understand that different methods for deriving economic values will often yield different results,
and that an appropriate approach to net benefit estimation should incorporate a number of methods for comparison.
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4.4.1.1 Demand for commercially caught halibut

An understanding of the demand for commercial ly caught halibut can help toidentify the directional change
of net benefits to the primary stakeholders in the commercial market: commercial harvesters and final
consumers of halibut. The sum of net benefitsto each group isthe tota net benefit derived for this market.
In order to quantify the net benefits received by commercial fishermen, we would need to know more about
thecost structurefor commercial operations, sincetheir net benefitsarethe difference between thepricethey
receivefor halibut and their costs, inclusive of opportunity costs. Current cost datafor thecommercial sector
are not available; this and other net benefit aspects of commercial operations will be discussed in a later
section. However, if the sensitivity of price to changesin quantity can be determined at the ex-vessel level,
we can predict the direction of total revenue change. Total revenue statements are not a substitute for net
revenues, whichare really needed for net benefit assessment; however, the following discusson asit relates
to price sensitivity (elasticity/flexibility) will demonstrate how this type of information may still be useful.

Net benefits to consumers can be estimated with a demand curve specified a the primary (consumer) level.
However, thisrequires detail ed price and quantity datafor find halibut productswherethey are sold and this
type of information is very sparse. Alternative approaches to specifying a demand curve at the consumer
level, aswell asimplications for consumer demand given aknown ex-vessel demand will be briefly treated
below.

Thefollowing summarizesarecent discussion paper, Herrmann (1999), that surveysthe availableliterature
on halibut demand studies and extends one particular model with updated datato generate elasticities at the
ex-vessel level. The discussion paper is attached to this analysis as Appendix 3.

Assumptions and data

| dentification of demand for the commercial halibut market iscomplicated by three recent eventsthat distort
the consistency of time series data. These are the shift in management regimes from an open access to
individual quota systemsin Canada, in 1991, and in Alaska, in 1995, and the dramatic increasein TACsthat
beganin 1997. Theextent of these effectson demand may obfuscate the measurabl e effect of other variables
that enter the demand relationship. However, determining their effectsinisolaionisastatistical challenge.

In his paper, Herrmann presents a historical overview of the real ex-vessd price for halibut, asit relatesto
not only changesin landings but al so changesin the available supply of wholesale product, given inventory
fluctuations. After several exercises involving a simple inverse demand equation he uses for expository
purposes, he summarizes the results of other studies and selects from them an appropriate methodol ogy for
assessing commercial demand. Because of timeand dataconstraints, he only discussesthispreferred method
(market model using a simultaneous equations approach) and instead sel ects a simpler version to generate
various elasticity measures including season length, cross price, and own price elasticities. The model isa
reduced forminverse ex-vessd demand, adapted and modified from Lin et a. (1988), and updated to include
present conditions and the structural changes to the fishery mentioned earlier. Model specification and
estimated results for included variables are presented in detail in hisappended study. Elasticity results, as
they pertain to commercial operators and consumers of halibut, are presented next.

Elasticity and implicationsfor commercial harvesters
Elasticity measures the responsiveness of quantity demanded to changes in price. Elasticity is an important
concept becauseit describesthe current state of the market and can beused to predict the effects of increased

production on producers and consumers. Because dasticity is derived from a demand curve that is a point
in time representation of consumer behavior, it is subject to change inasmuch as demand is variable over
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time. Structural changesin the marketplace such as the shift in management regimes mentioned earlier can
have a notable, but not easily identifiable, effect on demand and consequently on dasticity. Likewise, all of
the variables that shift demand such as population, income, preferences, and substitute goods will also
influence elasticity. Recognizing the limitations of static point estimatesin adynamic world, such measures
are nonetheless relevant because they provide the best available starting point for describing economic
characteristics.

The inverse of elagticity, price flexibility, is conversely useful for gauging the effects of quantity changes
on price, and will be used throughout the discussion of the commercial market because in this context we
are ultimately interested in the price effects of dternative specifications of commercial quota. Price
flexibility is defined as the percentage change in price that results from a percentage change in quantity
produced. The reason thisisrelevant to harvestersisthat increased production will have an uncertain effect
on total revenues if the degree of price sensitivity to changesin quantity are likewise uncertain. Herrmann
provides an exampletoillustrate this point: if onefindsapriceflexibility of -0.5 thiswould indicate that if
guantity increased by one-percent, then price would decrease by 0.5 percent, leading to an increase in
revenues. If on the other hand the price flexibility were -1.5, a one percent increase in quantity would be
followed by a 1.5% decrease in the price. This decrease in price has an offsetting effect to the quantity
increase, and will result in arevenue decrease. Table 4.4.1is reproduced bel ow from Herrmann’ s paper to
provide a quick reference for the revenue effects of different price flexibilities.

Table 4.4.1 Matrix example of revenue effectsfor changing quantities for sample price-flexibilities.

Price Flexibility = -0.5

Price Flexibility = -1.0

Price Flexibility = -1.5

Low Price Sensitivity to
Landings

Medium Price Sensitivity
to Landings

High Price Sensitivity to
Landings

Quantity Increases

Revenue Increases

Revenue isunchanged

Revenue Decreases

Quantity Decreases

Revenue Decreases

Revenue is unchanged

Revenue Increases

Herrmann notes that hisestimated price flexibilities reflect adirect, first round effect of aquantity change,
and not the total effect that would be captured by a more dynamic simultaneous equations model.
Nonetheless, they provide a good starting point for analysis. He reports that the 1998 point own-price
flexibility (for acombinedharvest of 66.7 million pounds and combined nominal price of $1.33/1b) is-0.574,
whichisrelatively inflexible. This estimateis statistically different from -1 (unit flexibility/elasticity) at a
confidencelevel of 95%. Because the estimateis|essthan 1 in absolute value terms, an increase (decrease)
inlandingscan beexpected toincrease (decrease) total revenuesto harvesters. Thisimpliesthat thereissome
room for landings to increase before the combined Alaska and Canadian halibut market becomes saturated.
Caution must be exercised with these results. Just because total revenues are predicted to increase with
increased landings, we cannot conclude that net benefits (economic profits) to harvesterswould necessarily
increase as well because we do not know the marginal costs associated with the increased harvests. Had the
point estimate been aflexible one, we could have unambiguously concluded that the market issaturated and
that increasesin harvest would have decreased net revenues (because of the decreaseintotal revenues and
increase in costs associated with the extralandings). Instead, with the inflexible estimate of -0.574, we can
only ascertain that total revenues would go up and that the change in net revenues would beindeterminate
for an increase in production.

Whileit can be argued that examination of the ex-vessel demand for just Alaskan|anded halibut could yield
slightly different flexibility estimates, the Alaskan catch dominates the market and likely has a greater role
in setting the overall price for Pacific halibut. Therefore, results for the combined market should fairly
represent the price flexibilitiesfor Alaskan landed commercial halibut.
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Deriving consumer demand for commercially caught halibut to find consumers

To measure net benefits to consumers of commercially caught halibut, some estimate of demand at the
consumer level is needed. The discussion on commercial operators above was based on demand cal culated
at the ex-vessel level. In theory, this ex-vessel price/quantity relationship is referred to as derived demand
because it can be derived from the primary demand at the consumer level (Tomek & Robinson 1972). This
was not done, because our ex-vessel data sources are much more robust than are the data at the retail level,
making it much easier to estimate ex-vessel demand directly. In fact, sufficient data are not available for
estimation of the primary demand function at the retail level, forcing us to take another approach at
characterizing this price/quantity relationship.

Since the ex-vessel demand can be derived from the primary demand, the reverse is aso theoretically
plausible, given certain assumptions about the sum of the marginsrealized through all of the intermediate
marketing levels. Tomek and Robinson (1972) show that the primary demand curve displays similar
characteristics to the derived demand for the case when absolute margins are assumed for all quantities
marketed. Since the former is essentially just an outwardly shifted version of the latter, elasticities will be
the same. However, margins are more likely to vary with quantities marketed. If we accept the generd
assumption for agricultural markets that margins decrease with lower prices as the quantity marketed
increases, the primary demand will be more elastic than the derived demand (Jolly and Clonts 1993).
Intuitively, thisis a reasonabl e expectation, given that wholesal ers can use inventory levels to mitigate the
effects of abrupt quantity changes. Sincewe found a generally inflexible (elastic) demand at the ex-vessel
level, we could expect an even more elastic demand at the retail level. Whether or not thisistrue for the
halibut marketing chainis arguable given a cursory examination of the ex-vessel and first wholesale prices
presented in Section 3. It appears that greater margins a the first wholesale level are associated with lower
overd| prices and larger quantities for 1997 and 1998, but neither sufficient time nor datais available to
appropriately analyze this for confounding effects.

4.4.1.2 Contingent vauation mode for marine sport fishing off of the Kenai Peninsula

The Leeeta. (1999a) survey elicited responses to a series of ranking and ratings questions for usein two
stated preference models. This study will provide two separate methods for arriving at angler net benefits
for fishing off the Kenai Peninsula, as well as estimates for the marginal value of a halibut in this fishery
which could be compared to the market value of acommercially landed halibut. The final results of these
studies were not available at the time this RIR analysis was prepared, although, asthe following discusson
suggests, preliminary information from these sources was employed, as appropriate.

4.4.1.3 Participation rate model for recreational halibut fishing

Thissection is excerpted and/or adapted from aworking paper by Leeet al. (1999b), and provides technical
documentation of amodeling processthat simulateshow saltwater angler participationislikely to beaffected
by changesin fishing trip attributes such as cost, catch, and size of halibut and salmon. Derivation of the
model ispresented bel ow, asareresultsfrom simul ationsthat measureparticipation rate changesfor rel evant
changes to the sport fishery. The model is also useful for generating a net benefit measure for anglers,
analogous to consumer surplus.

Data, assumptions, and model specification
As suggested above, the model results presented below are preliminary and represent awork in progress.

Panel data obtained from the Lee et al. (1999a) survey of Kenai Peninsula saltwater anglers are used to
estimate an econometric model to predict the probability that anglers will take afishing trip as atributes of

GHL Analysis 113 April 29, 2003



the trip are varied. The stated preference method is a natural choicefor such circumstances since anglers
participation decisions will likely depend on many trip atributes. This approach alows for the simulation
of awide variety of aternative scenarios, many of which would not be possible using data from observed
fishing activity. The design of the study also allows for the estimation of a non-linear function that includes
substitution and complementary effects across attri butes, and the possibility of non-linear marginal utility.
We use a random effects profit model to account for the panel nature of the data.

The survey-collected data was presented in Section 3, and detailed information on survey design and
responseratesiscontained in Appendix 1 to thisreport. The modeling and results presented are based on a
stated preference survey. Each angler ispresented aset of possblefishing trips. Eachtripvariesinthelevels
of the fishing trip attributes. The preferences of the angler regarding each trip are then elicited. These
attributes include the species (Pacific halibut, king salmon and silver salmon), number and size of fish
caught, and the cost of the trip. The advantage of this method isthat it is possble to construct experimental

designsthat allow for theidentification of possiblesubstitution and complementary effects acrossattributes,
andthenon-linear marginal utility. Thesetypesof effectsare often difficult to capturefromobserved activity
where attributes can be highly collinear or lack sufficient variation. We elicit preferences on atrip by trip
basi sthrough a binary choice variablethat indicateswhether the angler would take thetrip that is presented.
This design results in apanel type data set.

The choice decisionis modeled in arandomutility framework. Let theutility of individud i associated with
trip ¢ be given by

uit =f(xit1 Z[! b1 g) + e,'t l = 1,2,...,N
t=12,...T

where x, is a vector of fishing trip attributes for the ith individual for the rth trip, z, is a vector of
socioeconomic variables for individual i, b is a vector of parameters associated with the fishing trip
attributes, g is a vector of parameters associated with the socioeconomic variables, and e, an error term.
For each trip ¢ the individual is asked whether she would take the proposed trip consisting of attributesx,.
If theanswer is“yes’, theindividual receivesadutility level of u,. If theanswer is*no” theindividual receives
the utility level associated with not taking thetrip, u,, = f(0, z,, b, g) + e,,. Since theactual levelsof utility are
not observed, the model is made operational by specifying abinary indicator, y", that denotes which choice
was made.

In particular let
y*,=1if u, > u, (the respondent answers“yes’) and
y*, =0 otherwise.

A probabilistic choice model can then be formulated by noting that

Prob[y” = 1| x,, z] Prob[u, > u,]
Prob[/(x;, z, b, @) +e, > f(0,z, b, g) + e
PrOb[f(xin Zi b1 g) 'f(ov Ziy b1 g) te, -ep 2 O]
Prob[f(x,, z, b, 9) - (0, z, b, g) + & > 0]

wheree, = e, -eg.

There are severa econometric models that take advantage of the panel nature of our data set. Two natural
choices are the fixed effects model following Chamberlain (1980) or the random effects model following
Butler and Moffitt (1982). Sincewe havearandom sampleof individualsfromalarger popul ation of interest,
the random effects modd is usually thought to be more appropriate (Maddala, 1987; Green, 1997). One
reason for thisis that a fixed effects model assumes that individua heterogeneity can be captured by an
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individual’ sspecific parametric shift in the response function. Thiswould be appropriateif oneisinterested
in forecasting responses for those particular individuals. The random effects model, on the other hand,
assumesthat there is an underlying correlaion within each individual s responses. Thisframework is more
appropriate when an inference about alarger population isto be made based on a sample drawn from that
population. Furthermore, the random effects model allows the researcher to includet invariant variablesin
the model (e.g., socio-economic variables, z;), while the fixed effect model does not, and thus, precludes
estimating y.

The Butler and Moffitt model assumes that the error term is composed of a component that varies across i
and ¢ (both individuals and trips) and a component that varies acrossi (individuals only) only. Hence,
eit = mit + ni'

where each component is from an independent normal distribution with zero mean and unit variance. The
model is therefore called a random effects profit model. The mit are assumed to have constant correlation
acrosst. Thisassumption greatly reduces dimensionality of the problem, and requires the estimation of only
one additional parameter, r = Corr(eit, eir). The presence of a statistically significant random effect can be
tested using the estimated t-gatistic for r. The approach taken in this paper isto use the modd of Butler and
Moffitt and test for the presence of a random effect. A Monte Carlo experiment by Guilkey and Murphy
(1993) has shown that use of the standard binomial profit model, in caseswherethereisarandom effect, can
bias the estimates of the parameters' standard errors.

Eachtrip was composed of six fishing characteristic attributes and acost per day. Respondentsweretold that
the cost per day is for fishing related costs like tackle and bait purchased specifically for the trip,
charter/guide fees, and fishing transportation costs like auto or boat fuel (see Section 3 for detailson angler
expenditures). Thefishing characteristics are halibut catch per day, average halibut size, king catch per day,
average king size, silver catch per day, and average silver size. Thelevels of each attribute were derived by
examining historical data and through pre-test discussions with anglers. The attribute levels used in the
experimental design are presented bel ow.

Cost per day { $100, $170, $240}
Halibut catch per day {0,2,4,6}
Average halibut weight (Ibs.) { 0, 20, 40, 80}

King catch per day {0,122}

Average king weight (Ibs.) { 0, 15, 25, 50}

Silver catch per day {0,24,6}
Average silver weight (Ibs.) {0,7}

A design was developed to create 27 trips that were to be placed in nine blocks of three trips each. Each
angler would then be randomly assigned to one of the nine blocks. The design was created by first forming
thefull factorial design of 2,304 possibletrips. All trip combinationswhere acatch of zero for aspecieswas
not matched with asize of zero, or viceversa, were dd eted. Sinceit isunrealistic to expect to catch all three
species during one day, all such trips were deleted. From the remaining trips, a block design was created
using the SAS Optex procedure to search for aranking of designs based on the D-optimality criterion. A
computer algorithm was then used to remove entire designs where at least one of the three tripsin a block
was dominated by any of the other two tripsin the same block. The domination criterion only assumed that
preferencesare such that larger size is preferred to small size (within a species), that more catchis preferred
to less (within a species), and lower cost is preferred. This procedure has the advantage of eliminating
choiceswherelittle if anything islearned by the revealed choice, but the disadvantage of not allowing the
researcher to test for thetransitivity of preferences. Half of the surveys contained three additional questions
that asked whether respondents would take the proposed trip. These responses were used in the model.
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The number of individualsin our dataset is 352 (N=352). Each individual answered three different conjoint
questions(T=3). Thetotal number of observationsis1,056. Socioeconomic dataavailablefor each individual
and incorporated into the model istheir household income (HHINC) which isin thousands of dollars, their
gender (GENDER) which is a binary indicator variable equd to one if the individual is male and zero
otherwise, their age (AGE) given in years, and their level of education (ED) which is a binary indicator
variableequal tooneif theindividual hasgraduated fromcollege and zero otherwise. Animportant modeling
consideration is that Alaska State residents may exhibit different preferences for fishing trips than
Non-Alaska, US residents. We therefore have created the dummy variables AK and L 48 to denote whether
theindividual isan Alaskaresident (AK), or residesin a state other than Alaska (L48)". Summary statistics
for these variables are presented in Table 4.4.2.

Table 4.4.2. Respondent Socioeconomic Summary Statistics
Variable Mean Std. Dev. Min Max

Alaska Resident
Respondents N=158

HH INC_AK ($10,000) 2.1577 1.2661 0.02 7.00

GENDER_AK 0.7342 0.4432 0.00 1.00

(1=male)

AGE_AK 42.3734 11.9817 17.00 74.00

EDUCATION_AK 0.3481 0.4779 0.00 1.00
(1= college graduate)

Days Fished_AK 9.1013 11.9047 1.00 63.00

Non-Alaska Resident
Respondents N=194

HH INC_48 ($10,000) 2.8139 1.7016 0.25 11.00

GENDER_48 (1=male) 0.7526 0.4326 0.00 1.00

AGE_48 48.1392 14.3208 16.00 83.00

EDUCATION_48 0.5000 0.5013 0.00 1.00
(1= college graduate)

Days Fished_48 4.2294 5.0248 1.00 48.00

A hybrid quadratic function was selected to represent utility. Thisfunctionwas chosen becauseit allowsfor
non-constant marginal utility; the estimation of cross effects (substitution or complementary) across species
can be easily modified to accommodate socioeconomic variables and allows for the estimation of a model
that is linear in parameters. We have chosen to combine the catch and si ze of each speci es of fish to make
a variable representing pounds of fish (w). This allows for a more parsimonious model given the large
number of parametersthat need to be estimated, theidentification of all quadratic terms, and can be modified
to add separate variables (species catch or species size) where appropriate.

Halibut catch isdenoted asHC, halibut sizeasHS, king catchasKC, king sizeasKS, silver catch as SC, and
silver sizeas SS. Thepounds of fish variables are then denoted by w .. = HC*HS, wy;,, = KC*KS, and wy, ¢,
= SC*SSfor halibut, king salmon, and sil ver salmon respectively. We a so add the variables HC and HC?
to the quadratic. Since the range of HC is[0,6] inthe study design, one may expect that theseterms may be
important since the number of fish anglers are allowed to keep is two?. The last remaining fishing trip

1 L48 is meant to represent “Lower 48" residents. This definition also includes residents of Hawaii.

2|t was not possibl e to add these terms for silver salmon since SSis constant at 7. Such termswere not feasible
for king salmon either because the range of king catch was [0,2].
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attribute is the cost of afishing trip, which we denote by PRICE. The model to be estimated, including the
demographic variables is therefore

(1)

W . ]
Y = A, +25ﬁ5w!-,; + Z_;.- Z‘siswﬂ;w” + T, price + T, HC + frmth: +ZE;;’;Z!-;

foral s and; ={ halibut, king, silver} and/={HHINC, GENDER, AGE, ED} . Equation (1) isestimated with
the dummy variable AK and L48 fully interacted with it. This allows for the estimation of different
parametersfor each group®. However, since the samegeneral study design was presented to each group, we
only estimate one random effect parameter.*

The estimated results are contained in Table 4.4.3. The model was estimated with Limdep 7.0 for Windows
(Green, 1998). The random effect parameter, p, is statistically different from zero a the 99% level (p =
0.0057). This indicates that there is an identifiable random effect. In total, 35 different parameters are
estimated. Fifteen of the parameters are significantly different from zero at the 1% level, ten are significant
at the 5% level and two are significant at the 10% level. The point estimates of the parameters accord well
with economic theory. The price coefficient isnegative, as one would expect. The halibut, king, and silver
weights, and the halibut catch terms are al positive. The weight squared terms and the cross terms are all
negative, implying that anglers exhibit decreasing margina utility and that each of the three species are
substitutes for each other.

® The p-value the H, that all parameters are the same across AK and L48 is 0.18. Although this is not
statistically significant at the usual level, we have chosen to separate the two groups since many of the individual and

grouped parameters are statically different from each other and some important policy considerations may necessitate
separate estimates.

“Furthermore, the p-valuefor the H, the rho,, = rhoy ,4is0.52 (c>= 0.4134 with 1 d.f.), indicating that it is quite
unlikely that they do not share a common random effect parameter.
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Table 4.4.3. Random Effects Probit Parameter Estimates

AK Resident Estimates Non-AK Resident Estimates
Parameters Parameters
AK -2.8415 L48 -1.4746
(-3.03) (-1.86)
PRICE_AK -0.0124 PRICE_48 -0.0094
(-7.39) (-6.96)
HC*HS_AK 0.0371 HC*HS_48 0.0228
(3.30) (2.53)
KC*KS_AK 0.1037 KC*KS_48 0.0732
(4.32) (3.56)
SC*SS_AK 0.1242 SC*SS_48 0.1163
(2.95) (3.19)
(HC*HS)?_AK -0.0001 HC*HS)2 48 -0.0001
(-2.88) (-1.33)
(KC*KS)?> AK -0.0006 (KC*KS)? 48 -0.0004
(-341) (-252)
(SC*SS)? AK -0.0008 (SC*SS)? 48 -0.0011
(-1.13) (-1.82)
HC*HS*KC*KS_AK -0.0005 HC*HS*KC*KS 48 -0.0004
(-3.50) (-3.20)
HC*HS*SC*SS_AK -0.0007 HC*HS*SC*SS_48 -0.0005
(-2.84) (-2.38)
KC*KS*SC*SS_AK -0.0018 KC*KS*SC*SS_48 -0.0010
(-3.60) (-2.26)
HC_AK 1.1033 HC_48 0.9241
(2.05) (2.33)
HC?_AK -0.1492 HC? 48 -0.1297
(-2.19) (-252)
HH INC_AK 0.0945 HH INC_48 -0.0021
(1.09) (-0.04)
GENDER_AK 0.3853 GENDER_48 0.0963
(1=male) (2.03) (1=male) (0.57)
AGE_AK 0.0080 AGE_48 -0.0003
(1.04) (-0.05)
EDUCATION_AK 0.2827 EDUCATION_48 0.3853
(1=some college or (1.39) (1=some college or (2.49)
more) more)
r 0.1921
(2.77)
N 1,056

LogL at convergence -542.5028
LogL at parameters=0 -731.0465

McFadden R? 0.24921
Veall and 0.44181

Zimmermann R?

Notes: ¢-ratios are in parentheses.
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Participation rate changes for halibut fishing off the Kena Peninsula

All simulations are based on the sample enumeration method (Ben-Akiva and Lerman, 1987). A forecast is
made for each individual in the sample. This method takes into account differences in the sample (and
underlying population) of socioeconomic characteristics. Variability in the number of days fished per year
in saltwater off the Kenai Peninsula is another type of variability that sample enumeration allow us to
incorporatein thes mulations. We usethisinformation toweight all simulation by the number of daysfished.
Separate forecasts are made for the Alaska State and Non-Alaska State residents.

The general formulafor all forecasts is based on the following equation:
2

2 AP (dnadaps,]- 3 [P(d,,)days,]
2 AP cd,,ydays,]

% A Fartficipafion, =

where U i, isthe forecast of indirect utility for individua i with the fishing attributes;, j = 0 denotesthe
initial or sterung point fishing trip attributes and j = 1 denotes the new fishing trip attribute levels based on
an o percent change from thej = 0 levels, % A means percentage change, @(.) is the cumulative normal
distribution function, and days, isthe number of daysindividual i fished in saltwater off the Kenai Peninsula
in 1997.

Price elasticity of demand for trips

Thefirst set of simulations showsthe responsiveness of the participation rate to changesin thefishing cost
or price per day. Separate results for Alaska residents and non-residents are presented in Figure 4.1. Three
different starting pointsfor fishing costs per day are used, and each cost per day is decreased and increased
over theinterval [-25%, 25%]. The resulting change in the participation rate is graphed. A measure of price
elasticity can be determined for any point on a graphed line by dividing the percentage change in the
probability of taking atrip by the percent change in the cost. For both residents and non-residents, the
elasticity measureisincreasing in cos per day, aswould be expected. It isinteresting to notethat elasticity
isrelatively inelastic for costs per day, similar to those observed for the average saltwater fishing trip that
includes halibut and salmon, $53.65for non-local Alaskansand $138.27 for non-residents (see Table4.4.4).

Alaska Residents Non-Alaska Residents
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Figure 4.1 The effect of decreasing/increasing cost per day of fishing on the participation rate (all catch and size
variables are at the survey mean levels, see Table 4.3)
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For all levels of cost, resident Alaskans respond to T . _
price differencesin amore elastic fashionthando | Table 44.4 Means of fishing trip attribute
non-residents, as one would expect given the | Variablesby residency®.

difference in averageincomes for both groupsand

the greater opportunitiesfor substitute fishingtrips ) )
available to residents. However, it may not be | Residency All Species Halibut
appropriate to present elasticity estimates for the Ave. Trip_Only Trips
same levels of cost across residents and non- | A, g,

rgsdents, smcethelraverage_ costsaesupstanﬂglly " Fishing Cost $53.65 $141.30
different. They thus have different starting points Halibut Catch 1.87 361
for attributes that mirror cost, catch and size Halibut Size (Ibs.) 32.97 33.54
attributes of the average halibut-only charter trips King Catch 0.22
in Cook Inlet off the Kenai Peninsula. For King Size (Ibs.) 28.76
Alaskans, the elasticity in absolute value termsis Silver Catch 0.12 -
0.71 and for non-residents it is 0.94 (based on a Silver Size (Ibs.) 7.98

starting fishing cost of $141.30for Alaskaresidents Non.Resident

and $ZQ7.93 for non-AIaskans_ [Table 4_1.4.4]). By " Fishing Cost $138.27 $207.93
speC|fy|.ng the actual c_osts paid by residents and Halibut Catch 267 3.45
non-res dents, non-res dents appear to have a Halibut Size (Ibs.) 41.33 43.51
relatively more elastic response. The reasons for King Catch 0.25
thisare not intuitively clear. However, it should be King Size (Ibs.) 29.00
noted that these point elagticitiesare very sensitive Silver Catch 0.20
to change in the values of trip attributes, and that Silver Size (Ibs.) 7.13

the statistical significance of the differencesin the

estimatesprovided above has not yet been checked. | “The data are based on Lee et al. (1999).

Since confidence intervals are not available at this

time, these point estimates represent the best
estimate for the price elasticity of demand for
halibut charter trips off the Kenai Peninsula.

Anglers’ behavioral response to reductionsin expected catch

The second set of simulations examines how expected changes in catch affects participation rates. Thefirst
panel in Figure 4.2 depicts the average Kenai Peninsula marine sport fishing trip where all three species are
caught. Averagevaluesfor all catch, size and cost variables come from Table 4.4.4. The graph shows how
participation rates respond to simultaneous changes in the catch of all three species. Both resdents and non-
residents respond to negative changesin a near one-to-one manner for changesin catch close to the mean.
However, the function exhibitsincreasing curvature over the range, and participation becomes increasingly
sensitive to reductions in expected catch. The response to positive changes is smaller, especialy for
non-residents. This results from the estimated decreasing marginal values of catch of each species. The
second panel in Figure 4.2 uses data from trips where only halibut are targeted. The mean values of the
variablesarefromTable4.4.4. Theresponseisquitesimilar for residentsand non-residents. Anglersrespond
more sensitively to catch decreases than catch increases.

Confidence bounds around some of the point estimatesin Figure 4.2 are presented in Table 4.4.5. Since the
point estimates are highly non-linear, the 90% confidence intervals were simulated using the method
proposed by Krinsky and Robb (1996). In absolute magnitude, the 90% bounds are generally larger for
Alaska residents than for non-residents. For example, the 90% bounds for a 25% reduction in catch for
Alaskaresidents for an all speciestrip is[-38.27, -11.58], while the boundsfor non-residents is[-23.37%,
-9.96%] .
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Figure 4.2 The effect of decreasing/increasing the average mean catch on the participation rate (all catch and size

variablesare at the survey mean levels, see Table 4.3)

—30

44131 Summary of resultsfor participation rate modd

By varying the attributes of afishing trip, such as anticipated catch or cost, the participation rate model was
used to predict how sdtwater anglers would respond to changes in catch and cost of afishing trip. By
varying the cost attribute, the participation rate model took on a price dependent demand relationship from
which we derived el asticity measures. The same was done for variationsin halibut catch, wherethe starting
point meansreflected averagesfor halibut-only tripsfrom the Lee survey. These elasticities are not exactly
analogousto the onesreported for the commercial fishery earlier in Herrmann’ swork because they arebased
on quantities of trips as opposed to quantities of fish. While it would not be appropriate to compare these
elasticities across sectors without trand ating the ones for the charter sector into a per unit of fish measure,
they are till useful for revealing angler responsiveness to changes that could be prompted by GHL
management measures. It may also be difficult to trandate charter elasticity measures into ones that are
comparable to the commercial sector, because they arguably may also represent measures other than the
guantities of halibut.

Table4.4.5 Mean and 90% confidence interval sof thesimulated effect on partici pation ratesfrom achange
in catch*.

Alaska Residents Non-Alaska Residents
Change in Catch Mean Lower Upper Mean L ower Upper
All Species Trips®

-25% -23.74% -38.27% -11.58% -15.95% -23.37%  -9.96%

-10% -7.44% -13.39%  -3.30% -4.64%  -7.73%  -2.50%

+10% 5.19% 2.05% 10.45% 3.00% 1.23% 6.06%

+25% 9.97% 3.60% 22.02% 5.36% 1.45% 12.66%
Halibut Only Trips’

-25% -1490% -27.47%  -6.16% -16.62% -25.88%  -9.20%

-10% -4.10%  -8.68%  -1.46% -4.80% -882% -2.04%

+10% 2.49% 0.73% 6.31% 3.00% 0.47% 6.93%

+25% 4.33% 1.08% 12.18% 5.00% -1.99% 14.68%

& Based on all modestrips from Table 3.
® Based on halibut-only trips from Table 3.
* Confidence Intervals are based on the Krinsky-Robb Monte Carlo method (1986) with 10,000 draws.
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Referringto Figure4.1, itisapparent that resident Alaskansreact more sensitively to changesin price when
the samepricelevel isapplied to both groups. Overall though, they both haverelatively inel astic responses.
Changesin catch have anear one-to-one effect on changes in participation for changes close to the mean,
both residents and non-residents, where all saltwater species are included for modeling. Y et when halibut
are modeled independently, responsesto catch for al residenciesbeginin arelatively inelastic fashion. As
levelsof catch further decrease (for dl speciesor halibut-only), parti cipation rates become more sensitive
at an increasing rate.

4.4.2 Angler net benefits

The participation rate model can be extended to estimate the compensating variation for an average angler.
Compensating variation is anal ogous to consumer surplus, the measure of net benefit consumersreceivefor
consuming agood. In the case of anglers, this trangates to the difference between what anglers would be
willing to pay to fish and what they actually do pay. Simply stated, compensating variationis an estimate of
the amount of cost, above and beyond what the average angler pays, that would makethe angler indifferent
totaking thetrip if she had to pay it. In other words, it isthe amount of compensation that the angler would
have to receive for not taking the tri p to leave her as well of f as she would have been had she taken the trip.

This section describes the technica derivation of an average compensating variation from the Lee et al.
(1999Db) participation rate model andthe underlying assumptionsforitsuse. Thetechnical discussionisthen
briefly followed with an application of the results toward a simple estimation of net angler benefits for the
Cook Inlet sport fishery off of the Kenai Peninsula.

The calcul ation of compensating variati on from the participation rate model can be shown by assuming a
simpleindirect utility function where utility is derived from halibut catch and the cost of thetrip (the results
are easily expanded to our more complex modd). Let U = f(k,P) where U is utility, 4 is halibut catch, and
P isthe price of a halibut trip. Estimation of the indirect utility function yields

U=8,h+B,P (1)

where f, isthe marginal utility of an additional halibut catch and,
B, isthe marginal utility of income

Dividing through by 8, and multiplying by -1 yields

-U/B,=-(B,/B,)h-P 2

Notethat g, < 0. Simply stated this meansthat -U /§, equalsthe value of all halibut caught less the price of
thetrip whichis equivalent to the value of atrip above the price already paid. Thisisbecause (8, / p,) isthe
ratio of the margind utility of halibut catch to the marginal utility of income, which in turn isthe marginal
rate of substitution (MRS) of income for halibut. The MRS can be interpreted as the value of an additional
halibut holding utility constant. Therefore-(B, / 8,) / isthe gross value of ahalibut trip (before subtraction
of price). -U /B, is then the compensating variation. An assumption behind these calculations is that the
marginal utility of each additional trip for an individual averagefisherman is constant. Thisassumption may
be valid in our case as the survey asked about taking a halibut trip where catch and prices were expressed
on a per day basis, so presumably the respondent was answering a question that allowed for multiple day
trips. To the extent that marginal utilities of additional halibut tripsvary (either up or down), the resulting
estimated compensating variationswill set either alower or upper limit on the true compensating variations.
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Usingthevaluesfor mean halibut-onlytrip attributesfrom Table4.4.4, average compensating variationswere
estimated for residents and non-residents. For resident Alaskans, the average per day trip compensating
variationisestimated at $61, and for non-residentsit is $59. This means that on average, resident anglersin
the Cook Inlet halibut fishery realize $61 worth of benefits above and beyond the cost of the trip and that
likewise, the average non-resident net benefit is $59 per day trip. These values do not speak specifically to
halibut charterboat trips, but to halibut trips in general, inclusive of fishing done on private boats. The
average net benefits associated with halibut charter fishing may be overstated or understated according to
thesevalues. Thevaluesreported arefor thetotal value anglersassociate withthefishingtrip. Inrecreational
fisheriesit often includes benefits beyond the actual fish harvested (i.e., being out on the water and seeing
marine mammals). Also, statistical tests of significance have not been performed on these point estimates,
so they should be taken as a preliminary benchmark.

If we assume that the average compensating variations have remained constant through all of 1998, and
further assumethat they can be used to represent values for the charter sector of the sport fishery (recall that
the estimates of compensating variations were based on the average halibut angler which includes both
guided and non-guided anglers), then we can multiply them by the number of bottom fish (bottom fish trips
cannot bedivided into halibut and other groundfish trips- but the number of bottom fishtripsisassumed here
to approximate the number of halibut trips, since the charter fisheries for other groundfish species are
currently limited) charterboat angler daysin Cook Inletin 1998. Therewere 16,779 resident angler daysand
43,700 non-resident angler daystargeting bottomfish launched from the western Kenai Peninsula (seeTable
3.44) in 1998. M uultiplying the number of daysfished by the compensatingvariation, the net benefit estimates
in monetary terms are estimated to be $1,030,414 and $2,573,515 for residents and non-residents
respectively, for acombined total of $3,603,929 in the western Kenai Peninsula.

A measure of thetotal economic value can be computed by adding the net benefitsto the total expenditures
attributable to the halibut charter sport fishery in the same area. Referencing Table 3.47, the total
expenditures for 1998 were estimated at $19,320,943 in the western Kenai Peninsula. Therefore, total
economic val ue estimated for the western Kenai Peninsula halibut fishery is $22,924,872. Total economic
valueisnot net benefit sinceit includes the costs of providing the charter service. Instead it isthe sum of net
benefitsto anglers (compensating variation) plusthe net benefitsto charter operators (economic profitsthat
account for opportunity costs) plusthe cost of providing the charter service. The total expendituresinclude
net benefits to charter operators plus the cost of providing the service and other opportunity costs, but
without being able to distinguish how much of the total expenditures are realized as economic profit to
charter operators, we cannot estimatetaotal net benefitstothehalibut charter fishery. A discussionfor arriving
at aproxy of charter operator net benefits will follow in alater section.

Though it is tempting to apply the average compensating variations above to the total number of hdibut
charter angler daysin Area3A to estimate angler net benefitsfor theentire 3A fishery, the participationrate
model isbased entirely on estimates of utility associatedwith the fisheries of f of the Kenai Peninsula, aswell
as mean value attributes for this area gleaned from the Lee et al. (1998a) survey. Extension of the model to
al of Area 3A would not be appropriate.

Caution must again be emphasized for relying on the point estimates for compensating variation presented
above. These measuresarepreliminary and havenot yet beentested for significance. Furthermore, thereader
should understand that different methodsfor deriving economic valueswill often yield different results, and
that an appropriate approach to net benefit estimation should incorporate a number of methods for
comparison. For clarity sakeit isimportant to again point out that the estimates derived were based on the
total number of bottomfish trips. Sinceitislikely that some number of the bottomfish tripstargeted aspecies
other than halibut, the numerical results derived in this section may overestimate the economic benefits
resulting from halibut trips.
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4.4.3 Quota share prices as proxy for expected net benefits to commercial fishing sector

Under the current IFQ regulations, halibut quota shares are transferable to apool of eligible buyers, aslong
as specific transfer provisions defined in the program are met (i.e., the buyer does not hold too many QS
blocks). The poal of buyersis comprised of the initial quota share recipients and persons holding Transfer
Eligibility Certificates (TEC).

In atransaction where the buyer and seller agree to a sales price that represents the true val ue of the quota
shares, the price should be equal to or greater than the seller’ s assessment of the present value of the stream
of net revenuesthat can be produced by that quota and beequal to or less than the buyer’ s assessment of the
present value of the stream of net revenues. Net present value is the sum of discounted future profits. That
is, the profits for each year considered would be adjusted to reflect the time value of money. Although the
buyer and seller may perceive dlightly different discount rates, the discount rates will be closely tied to the
interest cost of capital.

Profitsarecalculated astotal revenue expected fromthe halibut harvested with the quotaminusthetotal cost
of harvesting the halibut and a risk premium. Because quota shares do not represent a static number of
pounds of halibut, the sellers’ and buyers’ estimates of net present val ue are subject to anticipated changes
inthe TAC and avariety of other factors affecting the supply and demand of halibut (Criddle et a, 1999).

Therefore, the sales price of quota share may provide aproxy for eachindividual’ sproducer surplus. Not all
guota shares are transferred each year, so an estimate of producer surplus could only be made by applying
an average sales priceto the quotathat was not transferred. Making that cal culation would require assigning
prices to quota shares by area, vessel class, and by whether the quota was blocked or unblocked (CFEC,
1999). If arepresentative price could be estimated for each type of quota share, then a proxy of producer
surplus for the commercial sector could be estimated. However, the analysis would need to recognize the
variation surrounding quota share price estimates and changesthat have occurred in the fishery that effect
the net present value of the quota, since the prices used in the calculation were estimates.

Itisimportant to recognize that while the price of quotashares can berelated to the present valueof expected
producer’ ssurplus, it does not necessarily reflect the accrud of that surplusto thecurrent quotashareholder.
Although initial recipients received their quota share gratis, those who purchased quota share from initial
recipients paid at least as much as the sellers’ reservation price. If the buyers and sellers form rational
expectations, the salesprice will bethe capitalized present val ue of expected future revenues, and that value
will accrueto the seller. Thebuyer may expect to earn anormal economic returnon their capital investment
(quotashares, vessel and gear, and personal abor); positive accounting profits, but no pure economic profit.

4.4.4  Expenditure based measures of impact

“Economic impact assessments’ use the dollar value of exchanges among economic playersin aregion as
a baseline for evaluating hypothetical shocks to the region. Economic impact modeling has taken several
formsthat vary in their complexity and degree of grounding in economic theory. Generally, there isa give
and take between theoretical appropriateness on the one hand and usefulness in real world applications on
the other, and the level of detail necessary for policy-related issues renders the more complex modeling
processes prohibitively costly and cumbersome to work with. For this reason, the less costly input-output
models (1/0) have emerged as a practical approach to measuring impacts in the policy arena. Herrmann et
a. (1999) note that 1/0 models have been used extensively outside of Alaska for impact analysis of
development and government policy changes. These include economic descriptions of resourceissues such
asforestry (Summersand Birss1991), regional impacts of federal grazing policies(Geier andHolland 1991),
community development strategies (Geier et al. 1994), and the impact of federal land use decisions on
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regional economies (Fawson and Criddle 1994). I/O models have also been employed to model the Alaska
statewide economy (Logsdon et al. 1977, Weddelton 1986).

I/O models are an attractive option for analysts because of the relatively low cost of acquiring prepared I/O
dataaswell astherelative ease of conducting analysisfromready-made, over-the-counter packages. For this
reason, 1/0O modeling has often been used hagtily and irresponsibly and has been subject to deserved
criticism. Archer (1984) provides specific examples of the misuse of 1/0O results and the misleading policy
implications that ensue. Finaly, it cannot be overemphasized that economic impact analyses based on
monetary transactions are not intended to dicit results in terms of net benefits. They are instead useful for
delineating the regional linkages among the partici pants of aregion’s economy and show how shocksto the
region affect these participants in terms of output of commodities and services, employment, and income.
The nature of the impacts generated by 1/0O models comes from the multiplicative effect of expenditures as
money circulates from an economy.

4.4.4.1 Summary of Council findings from 1997 document

An economic impact assessment conducted for the Council’s 1997 Council analysis estimated total
expendituresto the State attributable to halibut charter activity to be $28.99 millionin 1995. The personal
income generated from this amount was estimated at $17.453 million, and 532 ful|-time equivalent jobs (or
1,064 total jobs) existed because of spending on halibut charter fishing. For more information on the
assumptions and derivations of these estimates, the reader is referred to the original document (NPFMC
1997). It isimportant to note that economic activity estimates from the 1997 document cannot be directly
compared to the estimates of net benefits in this document (economic activity measures such as estimated
using input/output models and net benefit calculations are derived differently and represent “different”
impacts). Also, measures of economic activity are estimated for specific geographic regions. If aconsumer
el ectsto spend their dollar inadifferent geographiclocation, theimpactsare“ transferred” from onelocation
to another, producing no change in net benefit.

4.4.4.2 Current input-output (1/0) modeling (adapted from Herrmann et d.(1999))

The I/0 modeling used in the Herrmann et al.(1999) study and relied upon in this analysis begins with the
IMPLAN database, developed for the U.S. Forest Service (Olson et a. 1993). It isthe most commonly used
I/O model. The IMPLAN database includes 21 economic and demographic variables for 528 industrial
sectorsfor all counties (and boroughs) of the U.S. The databaseislargely built off employment and income
datasetsincluding County Business Patterns, ES202, and Regional Economic Information System. In cases
where there are disclosure problems, IMPLAN uses national averages as edimates for income and
employment. The IMPLAN database isrecognized as the best source of U.S. secondary regional economic
data. Nevertheless, although the national level data is regularly updated, the regional data is updated
infrequently. Moreover, regions may have unique economic sectors or linkagesthat arenot well represented
inthebasic IMPLAN model. Consequently, itisimportant to update, regionalize, and groundtruththe model
beforerelying onit to predict regional economic impacts. In Alaska, with small numbers of firms (frequent
disclosure problems), and a rapidly evolving and heavily resource-dependent economy, it is particularly
essential that the transaction coefficients be thoroughly updated and carefully groundtruthed withlocal data
and expert knowledge. Because groundtruthing is a time consuming and costly process that calls for
fieldwork in the study area, painstaking effort in adjusting the model can only come at the expense of a
limited geographic scope. For thisreason, the Herrmann study only focuses on impactsto the western K enai
Peninsula for saltwater sportfishing in Cook Inlet. Though impacts to the rest of the state are also being
considered, impact results outside of the Kenai region are not expected to be available soon.
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44421 1/O model of Cook Inlet saltwater sport fishery on the western Kenai Peninsul a economy

The total estimated angler expenditures along with effort data reported in Section 3 were used to construct
a baseline for the (1/0) model. The IMPLAN database for four zip codes representing the western K enai
Peninsula were selected and groundtruthed to 1997 valuesfor output, employment and income, following
guiddines set forth in Geier et al.(1994). Because industries relevant to the recreationa fishery are not
explicitly reflected in IMPLAN but ingead subsumed within highly aggregated sectors, it is necessary to
disaggregate these industries into the sectors of interest. This has been a recurring problem for andysts
charged with evaluating policy impacts to sectors that are subsumed within a larger sectoral groupingin
IMPLAN, and aliterature of disaggregation techniques has devel oped asaresult (see Wolsky (1982), Probst
(1985), Gillen and Guccione (1990), and Jensen (1997)). The chosen method of disaggregation in the
Herrmann study involves running impact scenarios in IMPLAN to simulate the production characteristics
of relevant sectors. Response coefficients (multipliers) are generated from this process and can be used as
the basisfor aseparate, free standingrecreational 1/0 model. This processmirrorsthe methodol ogy used for
the Recreational Economic Impact Model (REIM), developed by William Jensen and Hans Radtke, of Jensen
Consulting (1997), and some of the production recipes in the Herrmann study default to those models.

The recreational model that was devel oped predicts impactsto the regional economy of the western Kenai
that arise from simulated changesin guided and/or unguided sport fishing attributes. The angler response
to changes in fishing trip attributes measured with the Lee participation rate model can be translated into
changes in expenditures attributabl e to the halibut charter fishery. While the participation rate established
by Lee's model speaks generically to patterns for all saltwater sportfishing in the Kenai, mean values for
charter-typetrips can be used to simul ate the effect of changesto the halibut charter fishery such asincreases
in price or changesin expected catch. The resulting changes in angler demand for fishing trips can then be
expressed in terms of the change in resulting angler-related expenditures from the baseline provided in
Section 3.

The reader is reminded that several assumptions were made to expand the model from the western Kenai
region of Alaskato the entire Southcentral region of the state. Simply stated, it was assumed that the fishery
inthewestern Kenai isrepresentative of charter fishingin all areasof Southcentral Alaska. Thisassumption
isnecessary to usethemodd for theentire area. However, the model resultswill be biased to the extent that
some areas of Southcentral Alaskaarenot well represented by consumer preferencesand economic activities
in the western Kenai region.

The reader is also reminded that these impact analysis val ues are not measures of net benefits, but instead
impacts caused by changes in monetary transactions. Monies not spent in the Kenai as a result of catch
reductions would likely flow to other regions where the expected catch is not as constraining, as
recreationists seek out the next best fishing opportunities.

44422 Estimates of impacts on output, income and employment from expenditures related to
recreational fishing

Economic impacts to the western Kenai Peninsulawill depend on the portion of angler expenditures spent
intheKenai region. It should be noted that estimatesthat ignorefishing-rel ated spending elsewherein Alaska
will tend to understate impactsto the extent that thereisinterregional trade between the Kenai Peninsulaand
the rest of Alaska; therefore, estimates derived this way can be regarded as a lower bound. The angler
expendituresattributabl eto charter fishing for haibut spent onthewesternKenai in 1998 can befound Table
3.47 of Section 3. These are reproduced below in Table 4.4.6.
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It should be noted that if management measures areimposed in one areawhich, say, restrict the number of
fish that can be taken, anglers may choose to fish in adifferent areawherethefishing restrictions are not as
binding, or even choose not to fish at al, but instead frequent other areas providing alternative recreational
activities. Totheextent that such arecreational expenditure shift occurs, it reflectsa“transfer” of economic
activity within the overall economy, not a net benefit loss or gain. Economic activity measures (e.g.,
expenditures) are not estimates of net benefits.

With thisin mind, the sum of all of the expenditures estimated to have been spent on the Kenai Peninsula
in 1998 is $15,722,892 (thisis the sum of the “Fishing Kenai” and “Other Kenai” expenditure columnsin
Table 4.4.6). Impact scenarios were run in IMPLAN to produce response coefficients for each one of the
expenditure categoriesin Table 4.4.6, based on the 1997 Kenai Peninsula economy. Response coefficients
provide a measure of the total amount of output, income, and employment that is generated by $1 spent in
any of the listed categories In order to provide the extra dollar of commodity or service, the sector in
question must now purchase more inputs from other sectors. These in turn will purchase more from other
sectorsin order to fulfill their new demand requirements, and several rounds of spending will take placein
this fashion. Table 4.4.7 reports the response coefficients generated by the IMPLAN scenarios for each
expenditure category. These are the sum of the direct, indirect, and induced effects for each category of
expenditurethat took place on the Kenai, and shoul d not be confused withwhat iscommonly called theratio
multiplier.

Neither the boat fuel nor the haul out and moorage fees appear in Table 4.7 because charterboat anglers do
not directly pay out to these sectors. However, charter operators do, and the response coefficientsfor charter
and guide fees reflect this. As anglers pay charter and guide fees, aportion of those monies are eventually
spent on boat fuel and boat hauls or moorage, and these effects are captured under the impact scenariosrun
for charter operators. The derby sector isalso missing from thelist because an IMPLAN impact scenario has
not yet been run for thissector, so theimpactsreported below arepreliminary estimatesand represent alower
bound. Multiplying the response coefficients of Table4.4.7 by the Kenai-only expendituresfrom Table 4.4.6
yields the economic contributions of halibut charter fishing in Cook Inlet to the Kenai Peninsula. These are
enumerated in Table 4.4.8.

Thevaluesin Table4.8 reflect the total impacts generated by the amountsspent in Table 4.4.6. For example,
the $12,887,245 associated with the charter category is the sum of $8,363,134 spent on charter fees (Table
4.4.6) plus an additional $4,524,111 worth of goods and services that were generated as charter businesses
purchased inputs for their operations. $5,237,798 worth of proprietary income and empl oyee compensation
resulted from the original $8,363,134 spent on charters, and 537 jobs were created. It should be noted that
IMPLAN does not report job estimates on a full-time employment basis, so the value of 537 very likely
includes a large number of seasonal and part-time jobs.

By referencing the “Totals” row in Table 4.4.8 we can surmise the total economic impact to the western

Kenai Peninsulagenerated by thetotal $15,572,513 (not including derby fees) worth of angler expenditures:
$22,560,637 worth of goods and services produced, $9,259,417 worth of personal income, and 738 jobs.

GHL Analysis 127 April 29, 2003



Table4.4.6 Total edimated 1998 halibut charterboat expenditures for all residencies fishing in Cook
Inlet off of the Kenai Peninsula.

Days Expenditures

Fishing Other Fishing Other Total

(Kenai) (Kenai) (Alaska) (Alaska)
Days Fished 60,499
Days spent on Kenai* 82,670
Days spent in Alaska? 47,674
Auto fuel 931,811 478,675 1,410,485
Auto/RV rentals - 1,284,507 1,284,507
Lodging 1,681,660 940,930 2,622,590
Groceries 825,495 456,704 1,282,199
Restaurant & Bar 837,209 423,713 1,260,922
Charter 8,363,134 8,363,134
Gear 924,184 13,523 937,707
Processing 2,009,020 2,009,020
Derby 150,379 150,379
Boat Fuel - -
Haul/moorage - -
Total 11,446,717 4,276,175 13,523 3,584,528 19,320,943

! Includes days fished.
2 Excludes days spent on Kenai

Table4.4.7 IMPLAN generated response coefficients for 1997

Response Coefficients

Kenai expenditure categories Total Total Personal Total
Output Income Employment
(%) %) (Jobs)
Auto or Truck Fuel 1.481388 0.673183 0.000027
Charter & Guide Fees 1.540959 0.626296 0.000064
Fish Processing or Packaging  1.306554 0.495141 0.000028
Fishing Gear 1.369660 0.614428 0.000033
Groceries 1.400797 0.756778 0.000033
Lodging 1.415863 0.532227 0.000024
Restaurant & Bar 1.388998 0.524008 0.000032

44423 Economic impacts of simulated changesin angler participation

To gauge the economic impacts of expected changes in fishery attributes on angler behavior, changesin
angler day expenditures can be derived using the resultsfrom the participation rate simulations introduced
earlier. Recall, for example, that varying the cost attribute simulates the effect of charter price increases or
decreases on anglers’ willingness to take a trip. The model reports the resulting probability increase or
decrease in participation by residency, and this probability change can be applied on a one-to-one basisto
angler expenditures. Thechangein expendituresisthenfed into therecreational 1/0 model, which computes
the impacts of altered spending on the local economy. Because input-output models are based on linear
mathematical specificationsof economic relationships that are morelikely to be non-linear inform, it isnot
advisable to project changes that are very far from the mean. Hence, the simulations reported below are
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constrained to affect less than a 25% change in the baseline expenditures, or lessthan a 25% change in the
participation rate (to stay within reasonable limits of the participation rate model). Tables 4.4.9 and 4.4.10
show the projected changesin angler expenditures and resulting impactsto the western Kenai from changes
in participation in response to decreases in expected catch and increases in the price of atrip, respectively.

The percentage changes applied to halibut catch and halibut price refer to how much the mean values for
residents and non-residents are varied, beginning with the mean values for a halibut charter trip as reported
earlier in Table 3.42. It would be useful, if time permitted, to translate these percentage changes to the
discrete numbers of fish that prompt changes in angler participation for both residents and non-residents.
Thoughiitiseasier tothink of price changesinterms of small percentage increments, the model’ s continuous
treatment of change does not lend itself very well to a conceptual interpretation of discrete changes in
anticipated halibut catch. In other words, it is difficult to envision how a person would anticipate catching
1% less than his expected average of 3.61 total fish. For thisreason, it is easier to begin with amoredrastic
reduction of 25% of expected catch.

The participation rate model cannot distinguish between kept and rel eased fish at thistime, and ingtead treats
all values of catch asthetotal caught, including both fish harvested and fish released. Thisisalimitaion if
one wanted to strictly predict the impacts of reductionsin fish that could be kept, aswould be appropriate
for modeling the effects of abag limit. This information would also be required to placea per unit valueon
halibut that were kept. The value of recreational fish kept would more closely correspond to the ex-vessel
valuesin the commercial fisheries. Theresultsin Table 4.4.9 do not necessarily assume percentage changes
in the amount kept, although to some extent this information can be teased from the data, time permitting.
It is important to note, however, that the results do show an unambiguous response in angler behavior as
expected total catch decreases, implying utility for the experience of catching a fish.

It should al so benoted that these results comefrom our initial 1/0 runsand should be viewed as preliminary.
In addition to projecting impacts, I/0 multipliers can be decomposed to reveal the extent of inter-industry
linkage among sectors of an economy. In other words, one sector’ s dependency on others can be gleaned
from the numerous variables that form the multipliers. This can be particularly useful for describing the
relative importance of recreational fishing to thearea. Also, to be useful in a comparison with the impacts
of commercial halibut fishing , asimilar economic impact assessment is needed for the commercial sector,
but this is not an option given time constraints. Moreover, similar mode's should be constructed for all
regionswithin Areas 3A and 2C, but again, given the large scope of such a project and the associated high
costsof groundtruthing, such aproject would likely sacrifice some of theaccuracy gained from focusing on
asmall area. It isalsoimportant to emphasis, again, that the ‘value estimates’ generated from net benefit
analyses and those derived from impact analyses are not measuring equivalent things. Thereforeit would
be inappropriate to add the net benefit (economic welfare) measures in the earlier section with the 1/0
(economic activity) results described here.
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Takled B Estimated econctric itmpacts generated by haltbut chatter angler expenditures in the westem

Eena Pemnsulain 1997
Total

Personal Tatal
Kena ependiture categories Total Chatput Incorme  Ermployrment
® &3 (Johg)
Suato o Trods Fud 1,313,776 07016 2
Chatter & Guide Fees 12,887 M5 5 237798 537
Fish Processing or Faclaging 1624 592 904 740 56
Fishing Crear 1265817 567 544 3l
Grocenes 1,099,134 503,805 2
Lodging 2262718 a50.563 kit
Festavrant S Bar 1,107,054 417 543 25
Tatal 22,560,637 0250417 TIE

% Changein
halibut catch
-5%

-10%

-15%

-20%

-25%

% Change
participation
-1.7%
-4.3%
-1.7%
-12.1%
-17.6%

Changein % Changein
expenditures expenditures

-365,053
-862,118
-1,500,766
-2,290,297
-3,237,330

-2.38%
-5.61%
-9.77%
-14.91%
-21.07%

Output
-529,688

-1,251,442
-2,179,201
-3,326,535 -1,345,229
-4,703,142 -1,902,402

Table4.4.9 Impacts to the western Kenai Peninsulaof incremental changes in expected halibut catch for
halibut charter trips

Impacts

Income Employment

-213,967 -17
-505,747 -40
-880,996 -69
-106
-150

Table4.4.10 Impactstothewestern Kenai Peninsulaof incremental changesin expected trip cost for halibut

charter trips
Impacts
% Changein % Change Changein % Changein
tripcost  participation expenditures expenditures| Output Income Employment
5% -40%  -737,614 -4.80%| -1,071,587 -433,450 -34
10% -8.2% -1,509,285 -9.82%| -2,192,682 -886,939 -70
15% -12.6% -2,309,501 -15.03%| -3,355,292 -1,357,240 -107
20% -17.1% -3,132,049 -20.39%| -4,550,398 -1,840,709 -145
25% -21.8% -3,970,157 -25.84%| -5,768,172 -2,333,376 -184
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4.5 Moratorium Alternatives

A moratoriumon entry into the charterboat sector was proposed asone potential alternativefor consideration
in achieving the objectives outlined for this action, by the Council. However, as the following section
demonstrates, amoratoriumwould not seemto have the capacity to achieve the programmatic objectives as
defined for thisaction, but instead, (if adopted) woul d appear to belargely “ complementary to,” rather than
a“substitute for” aGHL program.

45.1 Introduction and Background

In the Council’s original consideration of management alternatives, which resulted in the 1997 GHL
decision, amoratorium on further entry in the charter fisheries was also considered. At that time however,
data limitations precluded an initial determination of the number of truly active halibut charter operations.
Salient points from that assessment include the following: (1) IPHC licensesfor charter operations are low
cost and easily obtained; (2) possession of alicenseis not necessarily anindicator of active participaionin
thefishery; (3) some active participantsin the fishery may not have obtained thel PHC license, but may have
other indicators of participation such as Alaska business|icenses; (4) Coast Guard dataon licenses are not
computerized, nor arethey specific to the activity of halibut fishing, or even charteringin general; and, (5)
ADF& G guide registration files do not differentiate between halibut chartering and chartering for other
species, such as salmon.

Given the likely number of qualifying vessels under any scenario, it was also unlikely that a moratorium
would constrain the charter harvest; i.e., there was aready an excess number of vessels (capacity) relative
to the existing or projected demand for charter trips. For example, information from the 1997 study
(conducted by ISER and Council staff) indicated that 1,998 | PHC licenses were issued in 1996, while the
study also indicated that the entire 1995 charter catch could have been taken by 402 ‘six-pack’ charter
vessels, each operating at a 50% load factor (i.e., 75% of available days at 66% seat capacity). The number
of IPHC licenses issued had grown from 1,481 in 1993; 1,679 in 1994; 1,926 in 1995; to 1,998 in 1996.
These numbers may not be an accurate reflection of the actual growth of the charter industry, as some
licenses were likely obtained (they are easy to obtain at no cost), but not necessarily fished, due to the
Council’ sannouncement of potential limitedentry in 1993. A crossmatch of IPHC licensesfor 1996 against
ADF& G sport guide registration files resulted in a match of 1,117 vessels, still far greater than ADF&G
estimates of between 500 and 650 ‘ active’ charter operations. The researchersat | SER, coincidentally, had
estimated an active charter fleet of 518 vessels a the time of the 1997 study.

At thetime of final action in 1997, the Council recognized that alogbook program was being devel oped by
ADF& G for implementation in 1998 which would providethe kinds of information on participation which
wereheretofore lacking. Since 1997 the Council anditsHalibut GHL Committee have been developing GHL
management measures, aternative GHL trigger levels, and more specific alternatives for a potential
moratorium on the charter fleet. Based on those discussions, and on the available information for the first
full year from the logbook program in 1998, the following area-specific (2C/3A) moratorium alternatives
have been identified for consideration. This discussion addresses Issue 5 of the restructured alternatives.

Moratorium Alternatives and Options

Y ears of participation
Option 1: 1995, 1996, and 1997 IPHC licenses and 1998 logbook
Option 2: 2 of 3 years (1995-97), plus 1998 |ogbook
Option 3: 1 of 3(1995-97), plus 1998 |ogbook
Option 4:  license or logbook in any one year (1995-98)

GHL Analysis 131 April 29, 2003



Owner vs Vessel
Option 1:  owner/operator or lessee (the individual who has the license and fills out logbook) of the
charter vessel/business that fished during the eligibility period (based on an individud’s
participation and not the vessel’ s activity)
Option 2:  vessd

Evidence of participation

« mandatory:
IPHC license (for all years)
CFEC number (for all years)
1998 logbook

» supplementary:
Alaska State business license
sportfish business registration
insurance for passenger for hire
ADF&G guide registration
enrollment in drug testing program (CFR 46)

Vessel upgrade
Option 1:  license designation limited to 6-pack, if currently a 6-pack, and inspected vessel owner

limited to current inspected certification (held at number of people, not vessel size)
Option 2:  allow upgrades in Southeast Alaska (certified license can be transferred to similarly sized
vessd)

Transfers
will be allowed

Duration for review
Option 1: tied to the duration of the GHL
Option 2: 3 years
Option 3: 5 years (3 years, with option to renew for 2 years)

The remaining sections of this chapter will summarize the currently available information regarding
participation, outline associated decision points relative to the moratorium alternative, and discuss
implications to the rdevant user groups.

45.2 Recent Participation Levels and Patterns

The Council’ salternativesfor moratorium qualification are based on parti cipation in the years 1995 through
1997, with three of the four dternatives requiring 1998 participation, as verified through the Saltwater
Sportfishing Charter Vessel Logbook Program (SCVL). Chapter 3 contains information detailing recent
harvest and participation levels by area, as well as projections for additional growth in the harvest by the
charter fleet. Based on IPHC licenses, CFEC vessd regigration files, and the SCVL (logbook) data, Table
4.5.1 below summarizes the total number of vessels and associated owners which would qualify under the
four options considered.
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Table4.5.1. Number of qualifying vessel sand businesses by IPHC area, under each of theoptionsfor an area
wide moratorium

Option 1 Option 2 Option 3 Option 4
IPHC Area Vessels Owners | Vessels Owners | Vessels Owners | Vessels Owners
2C 260 200 339 248 370 271 1,126 789
3A 237 206 294 257 324 285 947 780
Total 497 406 633 505 694 556 2,073 1,569

Source: 1998 SCVL database, 1995-98 CFEC vessel registration files, 1995-97 IPHC license database

The critical information to be drawn fromthistable is the huge difference in qualifying vessels (or owners)
between Option 4 and the other three options. Option 4 allows qualification based on holding an IPHC
license or logbook in any of the four years. The number of qualifiers (2,073 vessels) is very similar to the
numbers we estimated in 1997 based simply on possession of an IPHC license. The other three options
requiresome level of participationin 1995-1997, and the 1998 logbook, and qualifiersrange from 497 under
themost restrictiveoption to 694 under theleast restrictive. These numbersare consi stent with numbersfrom
the 1997 study which estimated an active charter fleet of between 500 and 650 vessels statewide. These
numbers also track much closer to the estimate of 402 ‘full-time’ charter vessels, operating at 50% load
factor, which were projected to be ableto take the 1995 charter harvest.

Options 1 -3 consider current and past participation as qualification criteria. These numbers need to be
consideredin light of the actual number of current participants, asdefined by participation in 1998. L ogbook
information from 1998indicatestherewereactually 581 bottomfish participantsin Area2C and 504in Area
3A, for atotal of 1,085. The point to be made from this comparison is that any option which requires both
1998 logbook participation and some other year of participation will eliminate a substantial number of
vessd swhich participated (as evidenced by logbooks) in 1998. Under the most restrictiveoption (Option 1)
therewould be 588 vessel seliminated, whiletheleast restrictive option (Option 3) would eliminate 391 1998
participants. Option 4 isirrelevant to this comparison as it allows any year from 1995-1998 to qualify.

Preliminary logbook information for 1999 shows a dight increasein overall logbook participants - 588 in
Area2C and 520 inArea3A, for atotal of 1,108, with approximately (based again on preliminary data) 350
of the 1999 vessel sshowing up asunigueto that year (175in eachared). Thisindicates considerableexit and
entry inthisfishery from1998-1999. The 1999 |ogbook data has not been cross matched to any IPHC license
datafor 1995-1997.

Theinformation compiled hereisbased on vessel participation from 1995-1998, and includes the associated
current owners of those vessels. However, the information does not specifically track the participation of
individual owners over that time period. The relaionship between vessel participation and owner
participation is a critical factor for the Council to consider, and will be critical to who actually receives
permits to charter for halibut, and is discussed further in Section 4.5.3. Table 4.5.2 below contains further
information on the qualifying vesselsin each area, broken into si ze categories. The vast majority of vessels
are'6-pack’ licensed vessels, though some of the vesselsinthe larger size categorieslikely are not limited
to 6 passengers.
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Table4.5.2. Number of qualifying vessels, by IPHC areaand vessel length, under each of theoptionsfor an
area wide moratorium

IPHC Area Length Option 1 Option 2 Option 3 Option 4
2C <25 71 98 110 439
25'- 49 177 226 244 625
50'- 74 10 12 13 51
> 75 2 3 3 11
2C Total 260 339 370 1,126
3A <25 60 76 86 378
25'- 49 158 198 218 514
50'- 74 18 19 19 51
> 75 1 1 1 4
3A Total 237 294 324 947
Grand Total 497 633 694 2,073

Source: 1998 SCVL database, 1995-98 CFEC vessel registration files, 1995-97 IPHC license database

Finally, Tables 4.5.3 and 4.5.4, bdow, provide the numbers of qualifying vessels, under each option, by
vessel home port for Areas 2C and 3A respectively:
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Table 4.5.3. Number of qualifying vessels by homeport for IPHC Area 2C

PHC Area

Homeports

ption 1 Option2 Option 3

Option 4

2C

ANCHORAGE
ANGOON
ASTORIA

AUKE BAY
BARANOF
BELLINGHAM
COFFMAN COVE
CRAIG
CRESCENT
CUBE COVE
EDNA BAY
ELFIN COVE
EXCURSION INLET
FRIDAY HARBOR
FUNTER BAY
GLACIER BAY
GUSTAVUS
HAINES
HOBART BAY
HOLLIS

HOMER
HOONAH
HOQUIAM
HYDABURG
IDAHO FALLS
UJUNEAU

KAKE
KETCHIKAN
KILLISNOO
KLAWOK
KNUDSON COVE
LEWISTON
METLAKATLA
MEY ERS CHUCK
MIAMI

MINK BAY
PELICAN
PENNOCK ISLAND
PETERSBURG
PORT ALEXANDER
PORT ALTHROP
PORT ANGELES
PORTLAND
POULSBO
PYBUS BAY
SEAL BAY
SEATTLE
SHELTER ISLAND
SITKA
SKAGWAY

POINT BAKER

11

w

37

= AN

10

51

3
4

11

3

27

10

11

w

47

= AN

14

70

3
4

11

3

29

11

11

FNQ

52

B R AN

15

3
24
1
19
4
2
4
72
1
1
7
24
1
1
2
1
27
11
1

[EnY

TSrorrPrNE PR

NONNRERPRREPEPENDN

198

= o
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Table 4.5.3 cont.
TACOMA 1 1 1 1
TEE HARBOR 1
TENAKEE 1 1 1 3
THORNE BAY 6 6 6 11
V ASHON 1 1 1
WARD COVE 1
WATERFALL 5 8 8 29
WEST PALM BEACH 1
WHALE PASS 3 3 3 7
WOOLDRIDGE 1 1
WRANGELL 9 10 11 41
YES BAY 1 1 4 9
PORT PROTECTION 2 3 3 4
WARM SPRINGS BAY 1
UNKNOWN 13 14 14 15

2C Total 260 339 370 1126

Source: 1998 SCV L database, 1995-98 CFEC vessel registration files, 1995-97 |PHC license database
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Table 4.5.4. Number of qualifying vessels by homeport for IPHC Area 3A

IPHC Area Homeports Option 1 Option2 Option3 Option 4

3A ALEKNAGIK 1
AMOOK ISLAND 2
ANCHOR POINT 10 13 14 33
ANCHORAGE 8 10 10 53
CHINITNA BAY 2
CHUGIAK 1 2 2 5
CLAM GULCH 1 1 1 4
COOPER LANDING 3
CORDOVA 4 4 4 29
DEEP CREEK 1 4 4 13
EAGLE RIVER 1 1 1 5
FAIRBANKS 1 2 2 2
FALSE PASS 1 1
FERNDALE 1
HALIBUT COVE 1
HAPPY VALLEY 2 2 2 6
HOMER 57 67 71 171
ILIAMNA 1 1 1
UUNEAU 18 20 21 22
KACHEMAK 1
KASILOF 2 17
KENAI 11 14 16 54
KODIAK 14 20 25 110
LARSEN BAY 4
NINILCHIK 24 32 33 74
NORFOLK 1 1 1 1
NORTH POLE 2 2 2 2
OLD HARBOR 1 1 1 6
OUZINKIE 1 2
PALMER 3
PORT LIONS 2 2 2 3
PORTAGE 1
SALCHA 1 1 1 1
SEAL BAY 2 2
SEATTLE 1 1 1
SELDOVIA 2 3 4 12
SEWARD 17 23 27 84
SITKA 2 2 2 2
SOLDOTNA 16 17 18 82
STERLING 1 1 1 6
TUTKA BAY 1 1 1 1
UGAK BAY 2
VALDEZ 20 26 28 62
WASILLA 1 1 1 2
WESTPORT 1 1 1 1
WHITTIER 2 2 2 21
YAKUTAT 6 8 9 25
UNKNOWN 8 8 9 10

3A Total 237 294 324 947

Source: 1998 SCV L database, 1995-98 CFEC vessel registration files, 1995-97 |PHC license database
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45.2.1 Notes and Assumptions Regarding these Data

For theyears 1995t0 1997, proxiesfor participation rely on IPHC licenseand CFEC vessel registration data.
IPHC licenses areissued for commercial, sport, or both types of operations. Designations of either sport or
the“both” category sufficefor evidenceof participation solong asthe vessel isregisered for the same years
with CFEC. While CFEC vessel registration is not specifically mentioned in the language delineating each
of the four moratorium options, registration for each qualifying year effectively becomes part of the
eligibility criteriasinceit islater introduced in the section under mandatory evidence of participation.

For 1998, actual participation can be determined to the extent that the SCVL accuratdy reflectsthe activity
of all vessels that took part in the halibut charter fishery. Again, vessel registration with CFEC is also
necessary for any documented participation in 1998to be used asaqualifying element under themoratori um.
Among the entries that make up the SCVL records are the amount of boat hours spent fishing for salmon
versus bottomfish. In order for the logbook data to be used to qualify a vessdl, this analysis assumes that
morethan 0 hourswere expended inthe pursuit of bottomfishduring the 1998 season. Under thisassumption,
vessels that recorded exclusively fishing for salmon will not meet the qualification criteria for 1998 just
because they appear in the logbook database.

To determine the IPHC area for which a vessel would qualify under an area-wide moratorium, the 1998
logbook data was first queried for each vessel’ s location of bottomfish activity. Some vessels that targeted
bottomfish have no corresponding entry for area fished in the logbook data, and in these cases, their
respective homeports as reported in the CFEC vessel registration files were assumed to reflect the location
inwhich they traditionally operate. An IPHC areawasassigned to these vessel’ s homeport accordingly. For
example, vessds homeported in Homer or Valdez are assumed to participatein Area 3A. This process was
also applied to vessdsthat did not participate in 1998 under the logbook data because there is no data that
would otherwise indicate where fishing took place between 1995 and 1997. While this method can be
reasonably expected to esimatethe location of activity for vessels homeportedin IPHC Areas 2C or 3A, it
islikely to underestimatethetotal number of boatsthat have operated in those areasto the extent that vessels
with some activity in 2C or 3A are homeported elsewhere. It is possible, for example, that a charterboat with
aregisered homeport that fallsjust withinthe boundary of IPHC Area 3B, may haveoperated predominantly
in 3A. However, with no record of thisactivity, this charterboat would not be included under amoratorium
specified by the current set of options. This example also hel psexplain the occasional occurrence of vessels
homeported in locationsthat fall outsideof 2C and 3A in the followingtables, and in some cases homeports
that show up in both 2C and 3A (Juneau, for example). Their ind usion under a2C or 3A moratoriumisbased
on 1998 loghook records, where locations in Southcentral or Southeast Alaska were entered for specific
bottomfish trips.

Lastly, ADF&G staff set alogbook deadline date of January 17, 1999 for entering logbook trip information
from charter operatorsinto the 1998 logbook databases. Any logbook information received after this date
was retained, but the data was not entered into the 1998 logbook databases. Staff received logbook
information from 21 charter businessesand 21 vesselsafter the January 17 deadline, that had not previously
submitted alogbook. These businesses and vessel swould not meet the qualification criteriarequiring 1998
logbooks (Options 1-3). These vessels are not included in the estimates provided above. The deadline for
accepting and entering 1999 logbook data is January 15, 2000.

4.5.2.2 Additional Evidence of Participation
The numbers presented thus far are based on the best data sources available for identifying participation

(IPHC licenses, CFEC registration, and the logbooks), and were identified by the Council as mandatory.
However, the Council also identified supplementary information sourcesincluding: state business license,
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gportfish businessregistration, insurance, ADF& G guide registration, and drug testing program enrollment.
Oneinterpretation of the two dasses of evidenceisthat the second would only be usedin caseswherethere
were questions regarding qualification based on thefirst. Alternatively, there may be cases where a vessel
(or person) is clearly ineligible based on the first set of criteria, but may be able to provide evidence of
participation through the second set of criteria. The Council will need to be clear whether the second set of
criteriaisin addition to the first, or in lieu of the first through some application and appeal s process. For
example, inthe IFQ programthe Council allowed 1099 tax formsto be included as evidence of participation
in the appeal s process.

When the Council considered a moratorium for the charter fleet (halibut charter vessels) in 1997, a major
obstacle in the path of implementation was determining who were the actual participants. Several sources
of data existed, but none were refined enough to allow an analyst to determine who actually operated a
halibut charter service during a year. The logbook system, implemented by ADF&G in 1998, should help
clarify who actually participated inthat year. Asdiscussed earlier in this document, the State has expressed
concern over using these datain the first year of thelogbook program dueto problemsinherent in the first
year of any data collection program. However, as the industry becomes more familiar with filling out these
reports, the data quality will likely improve. This, of course, assumesthat everyonein theindustry isfilling
out the log book. ADF& G staff has expressed concern that, in their opinion, usng the 1998 log books to
verify participation may not be appropriate. They stated that before thelog book systemisusedto determine
who qualifies under a moratorium, additiond checks on the data quality should be conducted.

The GHL Committee has by consensus recommended the option that would i ssue moratorium permits based
on a person having held a 1995, 1996, and 1997 IPHC license and having filed a 1998 ADF& G logbook.
Under thiseligibility criteria, the person would need to have held an IPHC licensein each year during 1995-
97 and submitted a 1998 ADF& G logbook, which reports halibut landings, to ADF& G during any week in
1998 to qualify for a permit. The Committee’s intent was to issue the permit to a person based on his/her
participation, and not vessel activity. IPHC licensesareissuedto vesselsand are eadly trackableby ADF& G
number. Licenses are also signed by the captain and/or owner of the vessel, but no unique person identifier
isincluded on the form (e.g., SSN) other than the signature. Therefore, it would be more difficult to match
persons (owners) on IPHC licenses and ADF& G loghooks than vessels. Still, matching the names from the
two data setsis probably possible, though it will likely require more time to check the data and will result
in a greater possibility for error. This would not preclude the Council from choosing the option to base
eligibility on aperson’ s participation; as discussed further in Section 4.5.3, the number of total permitswill
likely be similar to what is shownin Table 4.5.1.

The GHL Committee divided the evidence required for qualification into two categories, asisreflected in
the current suite of options. The first category included the information that would be required for proof of
qualification. These dataincluded information from the IPHC license, CFEC permit files for sport charter
vessels, and the 1998 ADF& G Saltwater Charter Logbook. Data that could be used to supplement the
mandatory information could be derived from Alaska State business license files, sportfish business
registration files, records of passenger for hire insurance, ADF& G guide registration files, and proof of
enrollment in a drug testing program as is required under CFR 46. It is likely that the supplemental
information would only be used in caseswherethereis doubt about a person’ seligibility after reviewing the
mandatory data sources, though clarification by the Council will determine the proper application of the
supplementary information.

The IPHC dropped the requirement that halibut sport charter vessel owners, operatingin Alaska, apply for
an IPHC licensein 1998. The reason |PHC made this change was because the Commercial Fisheries Entry
Commission (CFEC) implemented a sport charter vessel permit programin 1998, and the |PHC did not want
to require vessel ownersto file duplicate reports to the two separate agencies. Instead the IPHC plansto use
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the CFEC permit information and the ADF& Glogbook information tofill their information needs. ThelPHC
had discussed continuing licensing sport charter vessels for one more year in order to have a cross check
between IPHC and CFEC files. Dueto thetimeinvolved inissuing the permitsand the limitationsin knowing
whether the IPHC license was active, the IPHC opted to discontinue licensing vesselsin 1998.

453 Associaed Decision Points

Vessdl vs Operator

A primary decision associated with the moratorium alternative is whether qualification would be based on
the activity of avessel, as opposed to the activity of the operator of that vessd. Pursuant to that decisionis
whether the moratorium permit would be vessel-specific, or person-specific. The | PHC licensesvessels, and
each license application lists the name of the vessel’s owner and the name of the captain(s) if they are
different. The application contains blanks for two captains names and addresses.

The following example, borrowed from the 1997 Council analysis, may illustrate the importance of the
distinction between issuing the permit based on the person’ s versus the vessel’ s history: Hank operatesthe
‘six-pack’ vessel “Butkicker” in the charter fishery from 1995 through 1997, but then purchases a larger,
more modern vessdl - the “Barndoor” - in 1998 and fishes that vessel in 1998 under the | ogbook program.
The Council chooses an option requiring 1998 participation, based on a vessel’s participation history.
Hank’s new boat does not qudify; meanwhile Ted Timing, who never fished prior to purchasing the
“Butkicker” from Hank, did make a trip or two in 1998 using the logbook, and finds himself with a
moratoriumqualified vessel. Thisapproach wasused inthe Council’ sgroundfish licenselimitati on program;
i.e, qualification was based on avessel’ shistory, but the permit wasissued to the owner as of June 1995, the
date of the Council’s decision. In that case, transfers up to tha date were to be recognized in the permit
issuance process (if a valid contract exists), and the fisheries were already operating under a moratorium
wheretransfers of vesselstypically included explicit disposition of catch histories. If the permit wasissued
to the person making the landings, then Hank would have been issued the permit to continue his charter
operation, while Ted would not receive a permit.

If the allocation is made to persons the issue may also become complicated. For example, Tom isthe owner
of alodge that specializesin halibut charters. As the popularity of Tom’slodge grew, he hired skippersto
run the charterboats for hislodge. He continued running the lodge, booking the charters, and transacting dl
the business dealings for the charters. He then hired five friends to use his boats to take his clients fishing.
Hisfriends basically served as Tom’s captains. However, they were required to get the IPHC licenses for
their specific boat and keep it in good repair. They were then paid aflat rate by Tom for each trip plus al
the tips from the clients. This arrangement has worked well for al involved since 1995. The Council then
decided to issue permits to the vessel’ s current owner. Tom receives five charter licenses and the captains
must continue working for Tom or they cannot charter for halibut. If the permit wasissued to the persons
actually applying for and fishing the IPHC licenses, then Tom would not be issued any charter licenses for
hislodge, and would need to contract with his former captains. However, his former captains would have
the option of taking their permit and gpplying it to another lodge owner’ s boat who iswilling to pay more.
If Tom had contracted with persons who owned their boats, he would not receive a permit under either
scenario. If the people he contracted with then | eft hislodge to start their own business, hewould need to hire
other captains with their own permits or purchase permits for himself.

The approach outlined in the Council’s aternatives would issue permits to owners/operators (or
leaseholders), and redtrict the number of vessels which may be used under that permit, but not make the
permit specific to any particular vessel. Under this approach, each vessel within a given operator’s fleet
would still have to carry some type of proof of qualification, for enforcement purposes. Because the IPHC
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licenses vessd's by owner and captain, it is possible the Council would consider licensing vessels based on
aperson’shistory. Thisapproach would allow conflictsarising fromvessd salesto be minimized. A permit
would be based on aperson’ sfishing history and not that of the vessel he currently owns, however when he
appliesto the CFEC for hispermit he would indicate the boat on which he will be fishing the permit. This
approach issuesthe permitto owners/operators, andrestricts the number of vessel swhich may be used under
that permit, but does not make the permit specific to any particular vessel. Each vessel within a given
operator’ sfleet would still berequired to carry sometypeof proof of qualification, for enforcement purposes.
The main area of resolution for the application and appeals process would be identification of lease
situations.

Because the anadysis of options is based on vessel activity, as opposed to owner activity, the numbers
provided could be a slight over or under-estimate relative to what would actually be issued if the Council
decidesthat owner activity isthe proper criteria; however, because avessd still hasto satisfy the eligibility
criteriain each case, it islikely that the overall numbers shown (of vessels) are aclose approximation of the
number of permitswhich would beissued. M aking this decision doesnot eliminate al | of the complexity with
regard to permit issuance. It was the committee’ s intent that permits be issued to persons and not vessels.
They then defined person as the business owner or lease holder. While it may be more difficult to track
persons across different data sets, it does reduce the problems associated with people using different vessels
at various times during the qudifying period. For example, the transfers of fishing history would not be an
issueif avessel isbought or sold. The problems associated with when a person should be issued a license
are numerous, but they can be overcome. Recall that the |PHC license has afield for the name of the vessel,
the ADF& G vessel number, Coast Guard documentation number, the vessel owner’ s name, the ceptain’s
name, and the license type (sport only or both sport and commercial). Theonly field tha hasinformationin
every observation is the license type. The other fields are blank some of the time. A few examples will
illustrate some of the problems encountered after briefly studying the 1995, 1996, and 1997 IPHC license
files.

1) InonecaseFred Smithislisted asthe captain on five IPHC vessel licenses during 1995 and 1996, but
in 1997 is not listed asthe captain on any licenses During 1997 Kim Smithis listed as the captain of the
same five vessel s that Fred Smith captained during 1995 and 1996, but did not hold alicense in either 1995
or 1996. No owner was listed onthe IPHC license for any of thesefive vessels. The quegion is, should any
licensesbeissuedif therequirementisthat aperson held an1PHC license each year between 1995 and 199772

2) Toney Z. Smith was listed as the owner of avessel in the IPHC license file during 1995, but not 1996
or 1997. However, aTony Z. Smith was listed as the owner of the same vessel during 1996 and 1997, but
not 1995. Itislikely that thisisthe same person and he should be given credit for holding alicense each
year. Interestingly, Peter F. Smith islisted as the captain of Tony’ sboat each year. Peter isalso listed asthe
owner of four other vessels (each year between 1995 and 1997). So according to IPHC files, Peter was the
captain of Tony’s boat and owned four boats of his own. So, Tony may qualify for one license and Peter,
four.

3) Kely Smithislistedin the IPHC vessel files as avessd owner and captain in 1995 and 1996. In 1997
sheisonly listed asacaptain. William Jonesislisted asthe owner in 1997. Should Kelly beissued alicense
based on participationin each year?

Other grey areas, in terms of who should beissued apermit, may be encountered. These situationswill have

to be resolved as part of an application and appeals process. The supplementary information listed in the
options may assist in clarifying ownership and participation histories.
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Transfers

Any limited entry program will require allowances for transfers of permits. The recommendation of the
Halibut Charter Work Group was to allow transfers of vessels with or without the associated moratorium
permit. Thisissimilar to the way the current groundfish and crab moratoriumworks, and similar to how the
license limitation program will work once implemented. Such transfers would be subject to the upgrade
restrictions discussed below. In the case of the charterboat fishery, two types of transfers may need to be
accommodated: (1) transfers in the traditional sense - from one owner/operator to another, and (2)
‘temporary’ transfers of the permit from one vessel to another in the event of vessel breakdowns, for
example. Thistypeof transfer would be unnecessary if the permits are owner-specific, asopposed to vessel -
specific.

Moratorium vs Licenses

By somedefinitions, amoratoriumisatemporary ‘time-out’ management measure, often used asaprecursor
tofurther management measures, including additional limited entry alternatives. In considering amoratorium
on new entry to the charter fleet, the Council needsto determine the appropriate duration of the moratorium,
whichisat | east somewhat dependent upon future management intent. A long-term, or indefinite, moratorium
isin effect alicense limitation program. The information in this analysis indicates that any moratorium on
this industry may qualify more vessels than are currently ‘active,” and likely more than are necessary to
accommodate client demand. This information supports the idea of along-term moratorium, i.e., alicense
limitation program.

Moratorium/License Program Duration

The Halibut Charter Working Group recommended that any moratorium should be equal in duration to the
GHL. A short-term moratorium may be useful in providing a time window for the Council, and other
management agencies, to develop more specific management programs geared toward specific regional
concerns. However, a short-term moratorium would not likely restrain growth (catch) by the charter fleet,
but it may serve other management objectives such as providing a more stabl e business environment for the
charter fleet. The GHL Committee, by consensus, recommended the option of keeping the moraoriumin
place as long as the GHL remainsin effect. If the Council chooses this option, the moratorium and GHL
would be permanent, and would require further Council action to amend the program before the moratorium
would cease. It also meansthat the Council would need to take action to keep the moratorium, if they decide
todrop the GHL inthefuture. Other optionsrecommended by the Committee were to sunset the moratorium
after three or five years (three years, with an option to renew it for two additional years). These options
would allow new entry even if the fishery were still operating under the GHL.

If the Council selects alicense limitation program as the vehicle to limit entry into the charter fishery for
halibut, then the number of licenses issued and to whom they are issued become even more critical than
under a moratorium. The Council’ s approach under the groundfish moratorium and license programs was
to be more lenient under the moratorium, in terms of reguirements to earn a moratorium permit, and then
require additional qualification criteria under that license program. The addition of license qualification
requirements continues to reduce the numbers of eligible vessels.

Vessel Upgrades

Vessel upgrades considered by the committee dealt with the number of passengers that could be carried by
avessd. It was the consensus of the committee that the permits would be limited to six clients per vessel
(except perhaps for existing vessd s which are licensed for more than 6 passengers). The other option listed
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that was identified by the committee was to allow (grandfather) larger vessels from Southeast Alaska that
are currently limited to six-pack licenses to upgrade and carry more than six clients at atime. By limiting
the number of passengers a charter could carry, upgrade restrictions like those placed on the commercial
fisheries may not be needed. Recall that under the groundfish and crab moratoriumthereisalimit onvessel
lengthincreases (20% L OA). Other limits on increasing the vessd’ s horsepower or changing gear werealso
considered for the commercial fishery, but may not make asmuch sensein the context of charter fisheries.

The overwhelming majority of vesselsin the charter fleet are ‘ sixpack’ vessds which may take up to six
persons per trip. The ‘sixpack’ designation would serve as an effective limitation relative to the issue of
vessel replacement and upgrades - aslong as the permits are still restricted to vessels which may carry a
maximum of six passengers per trip, with each person limited to two fish. A six-linelimit and alimit onlines
to the number of paying passengers are further restricting charter harvest in Southeast Alaska.

There are some vessds in thefishery which are not restricted to the * sixpack’ license, and are operated by
persons with, for example, 100 ton Master’s Licenses. There may be little practical vdue in attempting to
limit upgrades by these larger vessels, assumingthat they are not likely to carry morethan 20 passengers per
trip under any circumstances.

Other provisions

Several other provisions were also considered as part of a moratorium. These included the concept of
requiring a minimum number of days fished or a minimum number of pounds of halibut caught to qudify
for apermit. This concept was rejected by the committee because they felt it would be difficult to separate
salmon from halibut effort. However, the ADF& G logbooks break out effort, harvest, area fished for
bottomfish (halibut) and salmon, and will allow analyststo determineif a skipper fished for halibut on any
given charter trip and where fishwere caught. Thelogbooks list the number of daysthat halibut were caught
on acharter. Thisdoes hot necessarily mean the entire trip targeted halibut, it would only provethat halibut
were caught. Itisalso possiblethat acharter could have gone fishing with the intent of targeting halibut, but
did not record any landings. That trip would not likely count towards qualification. Yet with some
simplifying assumptions about what constituted a halibut trip in 1998, it may be possible to determineif the
minimumnumber of daysfished or theminimum number of haibut needed for qualification were harvested.

Linking a guaranteed season length to the moratorium was also considered by the committee. This means
that if amoratoriumis put in place, a definition of the fishing season would al so be needed. This was also
the Council’ sintent under the GHL. The Council stated when they passed the GHL that they did not intend
to shorten season lengths. Its intent was to slow the pace of the fishery through other, yet undefined,
management measures and to maintain a fishery of traditional length.

The concept of arod permit and a sportfish reserve were also considered as part of the moratorium. Both of
those concepts have been discussed el sewhere in Section 4 and will not be discussed further here.

454 LAMPSvsArea-wide Moratorium

Summary of LAMP status and affected communities

An important consideration with regard to apossible moratorium option is the relationship to the ongoing
development of local area management plans (LAMPS), which are a new management tool being used by
the Council and Board of Fish to resolve local area user conflicts. The LAMP concept originated due to
halibut resource user conflictsin Sitka Sound, and arenow being devel oped in several other areas, primarily
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to address halibut management issues. Several of the proposed LAMPs contain local area moratoriums as
a sole solution to user conflicts or within the suite of management measures.

In February 1998 the Board and Council adopted ajoint protocol to guide the successful development,
processing, and implementation of LAMPs. Though the protocol covers development of LAMPs for all
speciesof interest in alocal area, the Council’ smain purview will be over halibut and those species covered
by its fishery management plans. The Board’'s main purview will be over all state-managed species.

The Board and Council agreed that the following process would be followed for devel oping and adopting
al LAMPs.

1. Agency staffs would work together to develop information needed for the Board to make a decision.
This would include economic, biological impact information, as well as legal guidance.

2. A joint Board/Council committee will meet to review the proposal and supporting information.

3. This joint Board/Council committee reports to the Council and the Council develops preliminary
comments for its next Council meeting.

4. During a scheduled Board meeting, the Board will consider the LAMP proposal, public, agency, and
Council comments and testimony, and deliberates on the proposal. If the LAMP proponents have
successfully resolved al outstanding issues the Board could take final action. However, if major issues
remain unresolved, the Board will send the proposal back to its committee for further work.

5. Once the Board adopts the LAMP proposal, it is sent to the Council along with available analyses and
resolution of any legal issues. The Council will further develop the analysis and then send it out for
public review.

6. The Council schedulesfinal action on the proposed LAMP. The final plan would then be submitted to
NMFS for review and approval of the halibut portion of the LAMP.

7. Thefina LAMP is approved by NMFS and implemented as soon as possible.

A LAMP developed for Sitka by atask force of concerned representatives of the various halibut user groups
is the first successful example of this co-management approach. The problems in the fisheries were first
identified in 1993. Community discussions between then and 1998 resulted in asuccessful proposal that was
approved by the Board and finally by the Council in 1998. NMFS implemented the Sitka L AMP on October
29, 1999.

TheBoard received thefirst LAMP proposal under thejoint protocol in April 1998 from groupsin the Cook
Inlet and Kodiak Island areas. ADF& G staff provided harvest and effort data as well as guidance and advice
on the potential impacts of local hali but management plans on state-managed fisheries. ADF& G staff have
attended at least eight advisory committee meetings in Ninilchik, Homer, Kodiak, Vadez, and Seward.

Thefirst LAMP proposalswere considered by the Board at thelower Cook Inlet meetingin November 1998,
the Kodiak meeting in January 1999, and the Upper Cook Inlet meeting in March 1999. The Board
recognized at the L ower Cook Inlet meeting that the proposal s under consideration did not meet the protocol
requirements at that time. Specifically, the proposals did not have the consensus of representatives of all
affected user groups, and there were conflicts, or overlap, of proposed LAMP areas by groupsin Kodiak and
Cook Inlet. The Board decided at the Lower Cook Inlet meeting to establish a task force to resolve the
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problemsidentifiedinthefirst LAMP proposals. The Board heard testimony at the L ower Cook Inlet, Upper
Cook Inlet, and Kodiak meetings and deferred action on all LAMP proposals until the task force was
appointed.

At its October 1999 work session, the Board discussed LAMP planning and the status of tabled LAMP
proposals. The Board charged the Halibut LAMP task force to define or identify the problem and the need
for aLAMP and then establish geographic boundaries for conflicting LAMP proposals. The first meeting
of thistask forcewasheld concurrent with the December 1999 Council meetingin Anchorage. Thetask force
convened again in March and reported its progress to the Board, which deferred any action until fall.

It isanticipated that once the Council hastaken final action on the GHL/moratorium issue and thetask force
has completed work on the geographic areadefinitions, the task force will be broken into separate entities.
These task forces, defined by area, will then be charged with developing LAMPsfor those areas. All of the
LAMP proposals that have been submitted to the Board to date are listed below.

* Implement a moratorium on new entriesto the halibut charter industry in Upper and Lower Cook Inlet
for three years. Submitted by the Deep Creek Charterboat Association.

« Allow only 12 halibut per 24-hour day for six-pack charters who launch and load from Ninilchik to
Anchor River. Submitted by Doug Blossom Jr.

» Providethat recreational halibut anglers shall not anchor their vessels at times or in areas open to the
salmon drift fishery when drift vessel s are present and engaged i n fishi ng. Submitted by the United Cook
Inlet Drift Association.

* Implement amoratoriumon new entry into the halibut charter or guide service businessin the waters of
Cook Inlet and Kachemak Bay for aperiod of three years. Submitted by the Homer Charter Association.

» Defineaseparate halibut management areafor Kodiak similar to the Kodiak Salmon Management Area.
Submitted by the Kodiak Advisory Committee.

» Direct the development of six sub-areaplanswithin the larger Kodiak Management Area. Submitted by
the Kodiak Native Tourism Association.

e Establish sport fishing-only areas in Prince William Sound for halibut effective May 15 to September
15. Submitted by the Valdez Advisory Committee.

« Establish sport fishing-only areas in Prince William Sound for halibut effective May 15 to September
15. Submitted by David Pinquoch.

* Allow IFQ halibut fishing in Prince William Sound only from March 15 through May 15 and from
September 15 through November 15. Submitted by the Valdez and Seward Charterboat Associations.

» Establish PrinceWilliam Sound asasuper-exclusiveregistration areafor commercial and charter halibut
fishers. Submitted by the Valdez Advisory Committee.

» Establish aSeward Areaasasuper-exclusive registration areafor the halibut charter fishery. Submitted
by the Valdez and Seward Charterboa Associations.
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Establish sport fishing-only areasfor halibut off Cape Cleare and Cape Puget effective May 15 to September
15. Submitted by the Valdez and Seward Charterboat Associations.

e Prohibit commercial fishing for halibut within three miles of land. Submitted by the Alaska Sportfishing
Association.

e Establish a halibut management plan for the Yakutat area Submitted by the Yakutat Advisory
Committee.

LAMPs have the potential for resolving local user conflicts and may be used to incorporate other
management measures on alocal basis. However, usefulness of aLAMP to maintain harvests under a GHL
for an entire IPHC regulatory area may be limited unless there is significant coordination among other
LAMPs within the same IPHC regulatory area. Implementing LAMPs requires significant monitoring and
enforcement costs, but LAM Ps do have the advantage of heightened locd attention, especially if the LAMP
was developed through community consensus.

Relationship to area-wide moratorium

The Council is considering a charter vessel moratorium for IPHC Areas 2C and 3A. The LAMP process to
resol ve user conflictsin communitiesis a separate and ongoing management activity by the Board. Some of
the LAMPsthat are currently under development also include a moratorium. It is possible that if both the
area-wideand LAMPmoratoriumwere put into regulation, they would conflict. If thereareconflicts, aplan
will need to be devel oped that defineswhich moratoriumwoul d take precedence over the other. For example,
if the qualification requirements differ and the Deep Creek LAMP moratorium is more restrictive than an
area-wide moratorium, what would happen? Would only those persons that qualify under the LAMP be
allowed to fishin the Deep Creek area, or would any one with a state permit be allowed to fish? If the area-
wide moratorium has precedence what is the purpose of a LAMP moratorium? If the LAMP moratorium
took precedence, would the area-wide permit holdersthat did not qualify under the LAMP be forced to fish
only areas outside the LAMP, such as Old Harbor, and would thisnegate the goal of the Old Harbor LAMP?
If the intent of the Old Harbor LAMP isto allow its residentsto enter the charter fishery and benefit from
increasing tourismin the area, then limiting the parti cipantsin the Old Harbor areato those that already hold
an area-wide permit would do Old Harbor residents little good.

Onthe other hand, if an area-wide permit wasmorerestrictive, could a person that qualified under aLAMP
in Old Harbor fish within the local area but not outside? Or, would the permit holder that qualified for the
local plan, but not the area-wide plan, not be allowed to fish anywhere covered under the larger moratori um?
The issue of which moratorium will take precedence over the other and how the moratoria would mesh
together will need to be resolved beforethey are developed for both LAMPsand IPHC areas.

Problems that could ariseif local and area-wide moratoria did not mesh well together go beyond who could
fishinagiven area. It also gppliesto all other aspects of the moratorium’s structure. One moratorium could
sunset after agiven number of years and the other could be permanent. One moratorium could alow permit
transfers and the other may not allow transfers. A permit for alarger vessel may allow the boat to carry more
than six passengers under one moratoriumbut not the other. Thehierarchy of which moratorium would take
precedence over the other needs to be clearly established prior to implementation, or only one type of
moratorium should be selected.

ADF& G staff hasindicated that the State would not support amoratorium for the 2C and 3A areas, whether

the areas are combined or separated. ADF& G staff noted that there is currently no State constitutional
authority for any formof limitation systemor moratoriumon recreationa anglers, includingthe charter fleet.
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Thus, any proposed moratoriumthe Council implementsfor halibut must takeinto account therippleeffects
on other speciesthat would be targeted by the charter fleet, such asincreased participation in salmon charter
fisheries. That concern, along with the concern that charter operations and facilities are in very different
stages of development in areas across the State, may compel the State to oppose any form of state-wide or
area-wide moratorium or license limitation system. The State could support a moratorium or license
limitation system on alocal level (as aLAMP component), given sufficient justification.

ADF&G staff hasindicated they would prefer to develop and implement any charter moratorium through
LAMPs which arereviewed by the Board as well as the Council. This would allow the impacts on species
other than hdibut to be considered by the Board before any regul ationswere passed onto the U.S. Secretary
of Commerce. Staff also stated that the diversity inthe charter fisheries could best be dealt with at the local
level, as a one-size-fits-all approach might not be the best solution.

455 Impactsto Affected User Groups

A moratorium could be expected to directly or indirectly impact several segmentsof thefishery. The charter
fleet itself could be impacted in two ways. First, by establishing who receives permits to continue
participating in this industry, and who does not, a moratorium could impact competition and the overal
business climate of the industry. Secondly, a moratorium could affect the likelihood of attaining a given
GHL, andtherefore affect thelikelihood of additional management measures beingimplementedto constrain
overdl harvest. Fishermen (charter clients), and related support industries, could be indirectly affectedina
similar manner, related to either the availability (and cost) of acharter or the regulations imposed on them
through additional management measures. The commercial sector would be effected only to the extent that
a moratorium constrains the harvest and helps the charter fleet operate within the GHL. Other fisheries,
particularly alternative sport fisheries like salmon, could be impacted to the extent a moratorium creates
additional effort in those fisheries.

456 Moratorium as a GHL tool

The purpose of the GHL is to provide a benchmark, the attainment of which may result in additional
management measures in a subsequent year designed to mantain the charter fleet harvest within that
benchmark. A fundamental question is whether a moratorium, either alone or in combination with other
measures, would constrain the capacity of the fleet at or below that GHL. Obviously the answer to that
guestion depends on several key factors, including (1) the level at which the GHL is set; (2) the expected
biomass of halibut in future years; (3) the expected harvest by the charter fleet (which isafunction of client
demand rather than numbers of boats or available quota); and, (4) thelatent capacity of the qualified charter
fleet. This latter factor is important in that, regardless of halibut biomass levels or the GHL level, a
moratoriumby definitionwould only be constraining on harvest after thelatent capacity of the qualified fleet
isfilled.

Even if amoratorium limited the number of vessels to the currently active fleet (there were 1,085 logbook
partici pantsin 1998), or to anumber lower than that, but thequalified vessel swere operating at less than full
capacity, then the annual harvest could increase. For example, | et us assumethat on average the charter fleet
operates 5 days aweek and carries an average of 5 clients per trip. Inthis examplethe fleet average would
be 25 clients per week. However, if vesselsare allowed to carry 6 clients and can operate 6 days aweek, they
could actually serve 36 clients in a week. The growth from 25 to 36 clients per week is a 44% increase.
Depending onwhere the GHL isset, it islikely (at least under this scenario) that the latent capacity of the
active charter fleet could allow the GHL to be exceeded. This assumesthat catch rates per client, the size of
halibut caught, and the season lengths remain constant. However, if thereisalargeincreasein client demand
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for halibut charter trips under amoratorium (i.e., there isno morelatent capacity), then limiting the number
of vesselswill keep new guidesfrom entering the fishery and may slow the rate at which catch increases.

If the number of vessels were limited by a moratorium, then the maximum pounds of halibut that could be
taken is congrained by the size of halibut harvested, the number of dients avessd could service in a day
(maximum number of clients per trip times the number of trips per day), and the number of days a vessel
could operate during the year. The activities that increase harvesting capacity (outside of the number of
operations), could be controlled with or without implementing amoratorium. However, limiting the number
of passengersavessel could carry without limiting the number of vessels may not be effectivein keeping the
fleet from reaching its GHL.

Itisalsotruethat, if the GHL isset at alevel that is at or near the level already being taken (regardless of
latent capacity), then amoratorium woul d have no effect in maintaining harvest below the GHL. The halibut
biomassitself will be the other important factor in determining if the charter fishermen will reach the GHL
inayear. For example, if aGHL isafloating cap based on some percentage, and the biomass declinesin the
future from its current all-time highs, then a moratorium would likely be moot in terms of constraining
harvest below that GHL. Only if the GHL is set at alevel which alows room for growth, and the biomass
stays close to current leves, could a moratorium be expected to be effective in constraining the fleet below
the GHL. If the quotadeclinessignificantly when compared to currently highlevels, thenthe charter fishery
may very well exceed its GHL even if its sector has not experienced any growth in terms of actual pounds
harvested.

Under this scenario, limiting the number of vesselsthat can participate in thefishery will provide the fleet
little protection against reaching the GHL , because the catching capacity (either vessels or owners) needed
to harvest the GHL will likely qualify under any moratorium scenario. However, given the estimated number
of qualifying vessels under the most restrictive alternative (Option 1), it is possible that this moratorium
option would be effective relative to the GHL, again assuming no increase in the load factor (currently
estimated at 50% overall) of those vessels. Whether that load factor increases will be a factor of client
demand. Given that Option 1 would eliminate asubstantial number of currently activevessel s (based on 1998
logbookinformation), it seemsreasonabletoassume someincreaseinload factor fortheremaining, qualified
vessels.

Recall that in its 1997 study, | SER projected the allocation of halibut under three moratorium levels based
on estimated fleet capacity at each of thoselevd s--vessd slicensed for halibut (1,998), charterstaking halibut
(1,096), and theactive halibut charter fleet (518). A moratorium based on all currently licensed vesselswas
projected to license enough harvest capacity so that the charter harvest would not be constrai ned through
2008. A moratorium based on the estimated harvest capacity of the charters currently taking halibut would
not become effective until 2003, assuming the load factor per vessel did not increase above thelevel of the
currently active fleet (under the base “Revised TAC’ case and the LOWER growth rate of the guided
harvest.) A moratorium based on the currently activefleet (518) would have been immediately constraining,
again assuming no increase in the load factor per vessd above the currently observed level.

The moratorium options currently being considered, with the possible exception of Option 1, are likely to
qualify more vessels than are necessary to take the available GHL, even under GHL options which allow
increased harvest relativeto current levels, particularly given thelikelihood that halibut biomasswill decline
fromitscurrent high levels. A GHL fixed range, rather than afloating percentage, may make a moratorium
option more eff ective, assuming that the rangeis at alevel well above the current fleet capacity.
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4.5.6.1 Specific user group impacts
Charter fleet

As discussed above, the mogt restrictive moratorium options may have the ability to help the charter fleet
remainwithinaGHL, whilelessredrictive optionswill not likely have any affect rel ative to theGHL . There
are other potentially significant effects of a moratorium which do not relate to the GHL. Two anticipated
effectsof an effective moratoriumwould be a shift towards more full-time operations, and anincreasein the
price of acharter. Some of the underutilized fleet consists of vesselsthat are only used part of the season or
on certain days of the week. As growth in charter demand pressed upon the limits of the fleet, part-time
operators would tend to become full-time operators either as they took on more clients, or transferred their
right to participateto afull-time operator. This scenario assumes that the qudified fleet would increase its
load factor, and/or that the demand for halibut trips would increase to fill the available supply.

If that demand increased to such alevel, the charter price would tend torise to ration the demand across the
available supply of boats. Unlike the case of a quota where additional boats could enter the market during
times of heaviest demand and keep the price from rising, under a moratorium that limited the number of
vessels, the higher price could not be driven back down by additional competition. There would, however,
be some competition among the existing boats which could cause an increase in the cost of operations as
operators vied with one another to offer the best services and accommodations to capture the largest share
of the market. The likelihood of increased demand could be offset by other management measures being
considered, such asreduced bag limitswhich may affect the consumer’ swillingnessto pay for acharter trip.
A final impact rel atesto reduced competition and anincreased operational stability for those charter vessels
which remain in the fishery. This increased stability should be evaluated in the context of a moratoriunt's
ability to address the other factors identified in the Council’s Problem Statement.

Charter clients

Among the commentsfrom the Council’ sSSC was the explicit desire to eval uate trade-offs between charter
operators and charter clients which may arise under a moratorium. The most obvious impact to charter
clients, asdiscussed above, would bethe ability to procure acharter trip, andthe associated price of that trip,
which will depend on the extent to which a moratorium is effective . If the moratorium is effective
(constraining for theGHL purposes), thatinand of itself would not necessarily impact avail ability of charters
(and price) because a GHL would not shut down the charter fishery (ignoring for the moment the effects of
other GHL management measureson tripdemand). However, if amoratoriumiscongrainingon theavailable
demand for trips, and there are not enough charter trips available to meet that demand, it will have the
potential to impact clientsintermsof priceincreasesfor trips. Inthat sense, increased benefitsto the charter
fleet which may result from a moratorium could be at the expense of charter clients.

Commercidl fishery

The impacts to the commercial fishery of a moratorium could be positive, assuming that a moratorium was
effective in terms of keeping the charter fishery below its GHL. If other measures, reduced line or bag limits
for example, were effective rd ativeto the GHL, then there are no additional benefits from amoratorium. It
ispossiblethat amoratorium in conjunctionwith other measures could hel p constrain the charter fleet below
the GHL, depending on the qualification criteria chosen (number of qualified charter operations), the GHL
level chosen, and the future halibut biomass. It appears likely that only the most restrictive moratorium
options would allow for such benefits to be realized.
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Other fisheries

One of the concerns State managers have expressed relative to the area-wide moratorium option are the
potential impactsto other, already crowded charter fisheries. A limit on the number of halibut charter vessel
permitswould leave few alternatives for new entrants, other than salmon sport fish guiding services or eco-
tourism based charters.

The impacts of a GHL on state-managed species, including samon, lingcod, rockfish, and other freshwater
species will vary by local area, by the severity of the GHL, and by the reaction of potential guided anglers
to a GHL. In areas where there are only afew charter vessels operating or where existing charter vessels
catch limited numbers of halibut there would probably be very little if any impact on other state-managed
species. However, impactson other speciescould besignificantinlocal areaswith large, active charter fleets
that do harvest large numbers of halibut.

Thelevel of impact on state-managed species would depend on how many potential charter clients decided
not tofish at all dueto the GHL and how many decided to fish anyway, but for other species. Approximately
80% of all anglingeffortin Area2C currently occursin saltwater. Many charter operatorsoffer multi-species
fishing trips thus giving them clear opportunity to shift their client’s fishing effort from halibut to other
marine species.

The sport fishery in Area2C hasa specific allocation of king salmon fromthe Board. ADF& G monitorsthe
sport harvest in-season with acomprehensive creel survey and port sampling program. Under the provisions
of the King Salmon Management Plan, the sport harvest is reduced when the total harvest is projected to
exceed this allocation. If a GHL caused charter vessd s to target king salmon to a higher degree than under
current conditionsthe king salmon harvest could increase and harvest restrictions woul d need to beimposed
on all sport sectors earlier in the summer fishing season.

Other species of salmon, as well as rockfish and lingcod stocks would be impacted if charter operators
increased their fishing effort on these stocks in response to a GHL on halibut. ADF& G has expressed
conservation concerns for lingcod and rockfish stocks in most areas of Southeast Alaska. Based on these
concernsthe Board hasadopted very restrictive regul ationsfor ye loweyerockfishinthe Sitkaand K etchikan
areasand for lingcod in the Sitka area. Increased exploitation by the guided sector due to a GHL would add
to these conservation concerns.

Another potential impact of aGHL in Area2C could be ashift in guided fishing effort from marine waters
to freshwater systems. If charter and lodge businesses started offering freshwater fishing opportunities to
compensatefor aGHL, guided effort and harvest would increase dramatically for freshwater species. There
are thousands of amall freshwater drainages in Area 2C that produce relatively small nhumbers of adult
salmon each year. M agjor increasesin harvest in these sygemswould probably result inin-season restrictions
or closures on a number of drainages to assure escapement goals were achieved.

ADF& G has al so expressed considerable conservation concerns for cutthroat and steelhead trout stocksin
Area 2C. In 1993, ADF&G proposed the most conservative suite of regulations for these species anywhere
in the Pacific Northwest and the Board has adopted these proposals. A sizableincreasein fresh water effort
would impact these stocks resulting in aneed for additional restrictions in the sport fishing regulations to
ensure sustained yield.

A GHL in Area3A would likely result inincreased effort toward mixed marine stocks of chinook and coho

salmon, aswell aslingcod, rockfish, and other groundfish. There couldal so beimpactsto existing freshwater
fisheries for salmon and resident species. Most marine salmon fisheries in Southcentral Alaska are fully
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allocated. Diversion of effort to marine salmon fisheries will likely increase conservation concerns and
intensify existing allocation conflicts. This diversion is likely because many charters in Area 3A offer
chinook or coho salmon fishing in addition to halibut. There is now an elevated level of concern for coho
salmon conservation following poor returns throughout Southcentral Alaska. Marine chinook fisheries in
Cook Inlet have also grown in recent years with freshwater restrictions designed to ensure adequate
escapement. Inaddition, therehasbeen modest growthinoff-seasontroll fisheriesfor feeder chinook salmon,
with concernsover interception of threatened or endangered stocks. Thisgrowth hasignited all ocation battles
in marine fisheries and concerns over accountability of harvest in mixed-stock fisheries.

Restrictions in the halibut fishery would probably aso divert a significant amount of effort and harvest
toward other groundfish stocks for which there are already conservation concerns. ADF& G and the Board
have expressed conservation concernsfor rockfish, lingcod, and sharksthroughout the region. The Board
has enacted progressively restrictive harvest regulations for all of these species during the last ten years,
including some of themaost restrictive bag limits, seasons, and sizelimitson the west coast. I ncreased guided
effort on these stockswould exacerbate concerns for the sustained yield of these stocks.

Themajority of salmon harvested by sport anglersin Area3A aretaken in freshwater fisheries. Every major
salmon stock in Area 3A is already fully allocated. If charter and lodge businesses turned to freshwater
fishing opportunitiesin response to the GHL, the increase in effort and harvest would also elevate existing
allocation battles between user groups.

457 Moratoriae Summary and Conclusions

1. Information from ADF&G Sport Fish Division, charter associations, and earlier estimates from ISER
indicate anywhere from 450 to 600 ‘active’ charter vessels. In 1998 there were 1,085 vessels which
participated in the logbook program with saltwater bottomfish activity (581in Area2C and 504 in Area
3A). No attempt was made to determine how many of those were ‘full-time’ operators. That number
increased to 1,108 in 1999 (588 in Area 2C and 520 in Area 3A), with approximately 350 of those
vessels being unique to 1999, indicating considerable entry/exit in this fishery from 1998-1999.

2. Earlier estimates from the 1997 study indicated that 402 ‘full-time’ charter vessels, each operating at
50% load factor (operating 75% of available days at 66% seat capacity) could have taken the 1995
charter fleet harvest. Given the 1998 harvest level (anincrease of about 30 % over 1995 levelsfor total
Area 2C and 3A pounds harvested, and 15% increase in tota numbers of fish harvested), the estimate
of full-time equivalent charter vessels would be between 462 and 522 vessels, without taking into
account changes in the average weight of fish harvested.

3. The dternatives under consideration would qualify between 497 and 694 vessds, if 1998 logbook
participation is required. These numbers are substantially less than the numbers actually participating
in 1998 and 1999, based on the logbook information. Option 4 only requires participation in any year
1995-1998and would qualify 2,073 vessel s. Allowing supplementary information for qualification (other
than IPHC license and/or 1998 logbook) could increase the number of qualifying participants.

4. The calculaions were based on vessel participation history as opposed to individual (owner)
participation history. However itislikdy tha the vessel numbers shownwill closely approximate total
permit numbers if the Council chooses to base qualification on owner participation history.
Neverthel ess, this decision is among the most critical with regard to a moratorium, in terms of granting
permitsto theappropriatereci pientsand minimizingdisruptionto the charter fleet intheinitial allocation
of permits; i.e, in many cases the current owner of a particular qualifying vessel may not be the
individual owner associated with the vessdl’s qualifying catch history.
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5. Although thetotal harvest capacity of thefleet isdifficult to estimate, the currently licensed fleet (based
on 1998 logbooks) has a harvest capacity well above the current harvest level, and even the currently
active fleet isprobably not operating at its maximum capacity. The presence of excess harvest capacity
reduces the effectiveness of amoratorium and the ability to predict when it may become constraining
on harvest. Only when latent capacity is filled would a moratorium become effective at maintaining
harvest within the GHL.

6. Client demand may be the more effective limiting factor on growth in this industry sector than a
moratorium, or a moratorium and quota limit, depending on wherethe limit is set.

7. The more restrictive moratorium options being considered may result in an effective moratorium; i.e.,
a ong with other management measures, may be effective at keepingthe charter fleet withinaGHL. This
is particularly trueif the GHL is set at aleve higher than the current harvest level, and/or if it is set at
afixed poundage. A GHL based on afloating percentage, combined with declines in overdl halibut
biomass, reduce the likelihood of the moratorium’ s effectiveness; i.e., at low GHL levels, there likely
will be excess capacity relative to that GHL under al options.

8. A moratoriumwould likely help promote economic stability for existing charter operators, particularly
in areas where dramatic increases in participation have occurred recently. However, the issue of who
receivesthe permit will dso play an important rolein determining future stability. Some of the benefits
derived by charter operators from a moratorium would come at the expense of losses to the charter
clientsin terms of potential price increases for charter trips, which would result in reduced net angler
benefits.

9. Theinterrelationship, and potential conflicts, between anarea-wide moratoriumandlocd level (LAMP)
moratoria needs to be considered. An area-wide moratorium may negatively impact the devel opment of
fisheries in areas without excess charter effort, without necessarily helping in areas that are already
overcrowded. LAMP moratoriums may be more effective at resolving these local areaissues, but likely
would not be effective relative to attainment of GHL goals.

10. Thereisstill uncertainty in the accuracy of the logbook reports. The State has recommended a minimum
3-year time series of logbook data to compare with data collected in the statewide harvest and creel
surveys.

4.6 Economic and Socioeconomic Impacts of the Remaining Alternatives

Thissection providesinformation on the economic and socioeconomic impacts of the alternativesincluding
identification of the individuals or groups that may be affected by the action, the nature of these impacts,
quantification of the economic impactsif possible, and discussion of the tradeoffs between qualitative and
quantitative benefits and costs.

In September 1997, the Council approved the guideline harvest levels (GHL) for the halibut charter sector
in Areas 2C and 3A. The GHLs were based on 125% of the charter sector’s 1995 catch and equated to
12.35% of the combined commercial and charter sport halibut quotain Area 2C, and 15.57% in Area 3A.

In April 1999, the Council identified for analysis: 1) a suite of GHL management measure alternatives; 2)
alternativesthat woul d change the GHL as gpproved in 1997; and 3) area-wide and LAMPmoratoriaoptions
under all alternatives. The RIR will analyze the economic and social impacts onthe commercial fleet of this
open-ended reallocation.
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46.1 Description of Fleet, Fishery, & Industry

A description of the charter and commercial halibut fleet, fishery, and industry is provided in Section 3.
Baseline information on the number of fishery participants and harvest levels for 1994-98 is provided.
Projected growth in the halibut stock and charter fishery is also discussed.

Additional information onthe commercial fleet can be found intwo data series and isincorporated here by
reference. A total of 48 community and six summary reports by Shirley et a. (1998) summarize
fishery-specific data on holdings of State of Alaska or Commercial Fisheries Entry Commission (CFEC)
limited entry permits, sablefish and halibut quota shares from 1995 through 1998, and fi shery grossearnings
for Gulf of Alaska coastal communities. Community profiles for Southeast Alaska, Southcentral Alaska,
Prince William Sound, and Kodiak entitled Faces of the Fisheries, aso provide a snapshot of coastal
communities as of 1992 (NPFMC 1994).

Coastal Community Considerations

Both charter and commercial fisheries are important to the economies and socia structures of coastal
communitiesin Areas 2C and 3A. Few data areavailable to describethe social impacts of charter fishing on
coastal communities, however, arecent description of economic and social contributions from commercial
fishing to coastal communities are provided in a series of reports contracted by NMFS (1998).

The potentia effects of displacing charter and commercial fishing effort in Glacier Bay and the social
contributions of fishing to communitiesare described in NPS (1998). Fishing affects community character
by flavoring appearance, by influencing the community’s degree of prosperity, by attracting certain kinds
and numbers of people, and by structuring activities, and to some extent, belief systems of those people.
Changes in fishing activities can also affect acommunity’s sense of cohesion. The effects of commercial
fishing activity onthecitiesand vill ages of the region have long been apparent evento the casual visitor. The
fishing lifestyle imparts a cultural identity to communities that isrecognizable throughout the world. This
identity is apparent along the waterfront areasin townswith large fishing presence. The docks and marinas
of fishing communities differ substantially fromthose port communities that support primarily recreational
boating. Recreational businesses, restaurants, and bars also reflect the nature of the fishing lifestyle.
Communities for which commercial fishing isthe key economic sector exhibit ahigh degree of cohesion;
that is, most of the community members participate in the same or supporting occupations and thus share a
common language and lifestyle (NPS 1998).

Potential impacts of Glacier Bay fishery closure

Between 31-46 commercial fishing vessds were displaced as aresult of a closure to commercial fishingin
Glacier Bay (NPS 1998). These vessels have an associated 188,000-328,000 Ib of harvest. Quota share
harvests associated with those vessels would be allowed to be taken in other parts of Area2C. The analysis
reports that crossover from displaced commercial vessels into charter fisheries may be limited by lack of
economic means by fishermen in some communities to purchase charter vessels or adapt their commercial
vessds to charter operations and by some communities to develop tourist-related businesses for
accommodations, meals, etc.

The proposed action to implement GHLs in Areas 2C and 3A will allocate halibut between charter and
commercial sectors, which often occur in the same coastal communities. Losses to one sector may or may
not be offset by gainsin the other sector. Thiswill not likely to occur within aparticular community, but is
more likely to occur within the affected regulatory area.
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4.6.2 Expected Effects of each Alternative on each Sector

The following RIR is presented to describe the effects of the Council’s GHL alternatives on the charter,
commercial, and to a lesser extent, the non-charter angler. As can be seen in the April 1999 list of
alternatives, the alternatives, options, and suboptions result in quite complex interactions among themsel ves
and compared with the original GHL decision in 1997. A staff discussion paper (NPFMC 1999) reviewed
the merits of restructuring the alternativesto facilitatethe analytical process, Council review, and decision-
making. The following restructured alternatives provide the basis for the following RIR.

4.6.2.1 Alternative1: No action. Do not develop regulations to implement a halibut Guideline Harvest
Level.

In December 1997, the NMFS Alaska Regional Administrator informed the Council that the GHL would not
bepublished asaregulation. Further, sincetheCouncil had not recommended specific management measures
to be implemented by NMFS if a GHL was reached, no formal decision by the Secretary was required for
the GHL and the analysis was not forwarded. Taking no action to implement GHL management measures
effectively nullifiesthe 1997 GHL decision by the Council sincethe RA has notified the Council that it will
not forward the 1997 Council analysis for Secretarial review without the implementing measures.

No action would result in continued unconstrained charter halibut harvests and a de facto reallocation of
halibut from the commercial sector to the charter sector. This analysisassumesthat sport halibut removals
will increase by approximately 9% in Area2C and 4% in Area 3A for thecharter sector and 1 percent in the
unguided sector over the next 5 years. If that rate of growth does occur in future years, the ex-vessel gross
revenuesto the commercial fishery in areas 2C and 3A would decline given an elagtic demand curve at the
ex-vessel level. Net benefitsto consumers of commercially caught halibut would also decline. Thereis not
enough information to discern whether these losseswoul d be of fset by theincreasesin net benefitsto charter
operators and guided anglers. Nor is there enough information to compare the loss of regional economic
activity associated withthe commercial sector against therespective gainfor the charterboat sector. These
estimates of growth contain an unquantifiable, but large degree of uncertainty.

4.6.2.2 Alternative2:  Approve management measuresto implement thehalibut charter Guideline Harvest
Level.

Alternative 2 proposesto establishaguideline harvest level programin Areas 2C and 3A that when reached,
would not close the fishery, but would trigger management measures in future years to constrain anglers
fishing on charterboats to within the GHL. By itself, this GHL has no management effect on either charter
or commercial harvests. The operational definition of the GHL and the associated management measuresare
critical components of the program.

Section 3 reviewed the baseline biological and economic information on the status of the halibut stock,
charter and commercial fisheries and provided five-year projections for biomass and charter harvests.

Five specific management deci sions have been identified which conformwith the Council’ sApril 1999 suite
of alternatives, options and suboptionsto definethe GHL and identify management measuresthat will result
in charter harvests that meet that definition. The expected effects of the options and suboptions under
Alternative 2 on the charter and commercial sectorswill be reviewed by issue.

The following general picture was drawn:

2. halibut biomasses are at peak abundances, but likely to decline in the short-term;
3. 2000 quotas declined, but are likely to remain steady in the short-term;
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4. charter harvests are continuing to increase, but at declining rates,
5. commercia quotas decline as charter harvests (and al other removals) increase.

Section 1 reviewed the need for action and presented the proposed dternatives for analysis and a staff-
restructuring of the alternatives to facilitate this analysis. Five specific management decisions have been
identified which conform with the Council’s April 1999 suite of alternatives, options and suboptions. The
expected effects of the options and suboptions under Alternative 2 on the charter and commercial sectorsare
reviewed by issue.

ISSUE 1:  Apply GHLs to Areas 2C and/or 3A to trigger management measures as afixed percentage
annually expressed in pounds or a fixed range in numbers of fish, based on 125% of 1995 or
1998 charter harvests.

ISSUE 2:  Implement management measures, with an option to close the fishery in-season once the GHL
is reached.

« linelimits » super-exclusive registration
« boat limit « gport catcher vessel only area
« annual angler limit « sportfish reserve
« vessd trip limit « rod permit
+ bag limits + possesson limits
+ prohibit crew-caught fish

ISSUE 3. Adjust
the GHL fixed range of fish under varying halibut abundance.

ISSUE 4 Determine whether a GHL or allocation.
ISSUE5: Establish a moratorium, either area-wide or local
46.22.1 ISSUE1l: Apply GHLsto Areas2C and/or 3A to trigger management measures as.

Option 1:  Fixed percentage annually expressed in pounds.
Based on 1995: GHL equal to 12.35% in 2C and GHL equal to 15.57% in 3A.
Based on 1998: GHL equal to 16.39% in 2C and GHL equal to 12.87% in 3A.
Option 2:  Fixed range in numbers of fish.
Based on 1995: GHL range equals 50 - 62 thousand fishin 2C and 138 - 172 thousand fishin 3A.
Based on 1998: GHL range equals 54 - 68 thousand fishin 2C and 143 - 179 thousand fishin 3A.
Option3: Manage GHL asa 3-year rolling average.
Option4:  Apply the GHL asapercentagetothe CEY by areaafter non-guided sport and personal use
deductions are made, but prior to deductions for commercial bycatch and wastage.

Under any option, management measureswould betriggered 1- 2 yearsafter attainment of the GHL, but prior
to the start of the charter fishery season for industry stability.

The Council faced two decisionsunder Issue 1. Option 1 would set the GHL asafixed percentage (expressed
annually as pounds). Option 2 would set the GHL as a range (in numbers of fish that is fixed across all
years). Option 2 also contains provisions to reduce that range during years of “significant stock decline.”
Defining “significant stock decline” isfurther discussed under Section4.6.2.2.3. (Notethat the Council has
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the option to set the percentage or range in either pounds or numbers.) The Council considered whether to
set that fixed percentage or fixed range for each area based on 1995 or 1998, or at some level in between
those two years.

Option 1

Option 1 would set the GHL asafixed percentage of the‘ combined charter and commercial quota’ such that
the poundage level would float annually according to the results of the halibut stock assessment. To do this,
the Council will need to specify aprocedureto implement the GHL asapre-season allocation. That is, there
is currently no pre-season charter ‘quota’ and, therefore, no combined quota upon which to calculate the
GHL percentage. The Council could interpret the GHL as a‘quota and the IPHC could deduct all ‘non-
quota’ removals to determine acombined charter and commercial CEY for each area.

A description of the IPHC proceduresfor hdibut quotasetting under aGHL followsto explain how the GHL
will be determined and to elicit Council intent onits application. The staff of thel PHC cal cul ates a constant
exploitationyield (CEY — equivalent to the Council’ sacceptable biological catch) fromthe IPHC cach-at-
age-and-length model. From the CEY, the staff subtracts other removals (sport catch, bycatch, waste, and
personal use). Because of the one year lagin recreational fishery harvest estimates, ADF& G staff provide
an estimate of each year’s harvest in October. This estimate is based on aratio of creel survey and SWHS
estimatesin Area2C. This estimate is aprojection of pagt SWHS estimatesin Area 3A. For both areas, the
projections of numbers of fish are then multiplied by current year’s estimates of average weight.

Thusfar, the IPHC has used the current year’ s estimate as an estimate of the upcoming year’ s sport harvest
when subtracting the sport removals from the CEY . The remainder isthe Setline CEY , the amount available
to the commercial fishery according to the model. The staff then evaluates the model results in terms of
biological and fishery information and the status of the resource to recommend quotas for consideration by
the Commissionand theindustry. In many cases, the quotarecommendationsdeviatefromthe CEY estimated
from model results. The staff operates on a philosophy of “slow up and fast down,” which calls for slow
increases in quota as biomass increases.

The Commission considers staff and industry recommendations to set quotas for the year, which often
deviatefrom CEY calculations. Innone of the yearsfrom 1995 through 1998 did the Commission set quotas
egual tothe CEY scal culaed fromthemodel. Rather, the staff-recommended quotas deviated from the model
results, and the Commission often modified the staff recommendations. The Commission aimost always
accepted or lowered the staff recommendations.

Under the GHL program, the IPHC staff will recommend and the Commission will set a quota for the
combined commercial and charter harvests. It is at this point that the Commissioners may adjust those
recommendationsfor conservation purposes. Therefore, both the charter and commercial quotas potentially
may be reduced since the allocation formula set by the Council to determine theactual GHL isbased on the
Commission’s final combined quota. Alternatively, the Council formula could be applied to the combined
quota, and then the charter and commercial quotas could be separately adjusted by the Commission.

Option 2

Option 2 would convert the GHL from a fixed percentage, for which the poundage would be adjusted
annually according to changes in the stock assessment and resulting CEY, to a fixed range that does not
adjust annually. The lower end of the range would be set equal to the base year’ s harvest; the upper end
would be set at 125% of the base year’ sharvest. The GHL fixed range isintended to compensate the charter
industry for unharvested fish in years of high abundance by offsetting those losses in periods of very low
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halibut abundance. It islinked to the industry’ s need for stability, that is, to provide a floor' of aminimum
number of halibut to sustain the charter fleet near its current level and a'ceiling to allow for limited growth.
If thecharter halibut harvest exceedsthe upper limit of therangeinayear, charter clientswould be restricted
by some measure(s) to reduce their harvest back to within the rangein subsequent years. If under restrictive
measures, the charter halibut harvest is reduced below the lower limit of the range, those restrictions would
then beliberalized to increase the harvest back withintherange. If charter harvest fallsbelow thelower limit
of the range even though thefishery is operating under the 11-month charter season (8-month actual season)
and 2-fish bag limit regulations, season and bag limit regulations will not be liberalized to increase harvest
back within the range; however, additional harvest restrictions (e.g., 1-fish bag limit or line limits) that the
Council could adopt under the GHL would be liberalized if charter harvests fell below the range.

Basing the GHL on numbers of halibut landed by the charter fleet is asecond feature of Option 2. In contrast
to many commercial fisheries, nearly all recreational fisheries are managed based on numbers, rather than
weight, of fish landed. Size limits may be employed in combination with bag and possession limitsto limit
the harvest of large or small fish (depending on the management need), however they are rarely used
singularly. Limits on pounds of fish landed are rarely used as a regulatory mechanism in recreationa
fisheries, because of the higher number of vessels and dispersed nature of the fishery. Because sport-caught
fish are not bought or sald, itisimpractical and expensive to have enforceable weigh stations at all sites of
sport landings. In the case of halibut, many fish are cleaned at seas and carcasses are disposed of before
returning to port. Therefore, adoption of the GHL in numbers rather than pounds would have the advantage
of linking the limit to the most common management strategy for recreational fisheries, that is bag and
possession limits.

In summary, an area GHL range would be a set number of fish that would apply across years. Even if the
GHL were specifiedin numbersof fish, some estimate of mean weight and harvest biomasswould be needed
to subtract the charter removal s because the commercial quotais based on weight. Alternatively, the CEY
could be converted to numbers of fish, the charter range could be calculated, and then the remainder could
be converted back to pounds to set the commercial quota. Under either scenario, the procedure is not
straightforward and involves estimates or assumptions about mean weight.

Table4.6.1depictsthe GHL ranges by areafor 1995-98 and providesa summary of baselineinformation for
operationally defining the GHL (percentage versus range and base year). The columns in the table list
information on the commercial quotain pounds, commercial catch in pounds, charter harvest in pounds, the
average pounds/fish, charter harvestsin fish, 125% of charter harvest to determine the GHL in pounds, the
GHL percentage calculated asif that year wasthe base year, and the GHL in pounds converted to fish using
the average Ib/fish.
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Table4.6.1. GHL formulation updated to reflect corrected ADF& G SWHS datafor 1996 through 1999.

IPHC Area2C
Charter GHL @
Corercial - Cormrercial - Charer Chearter 125% GHL &= % of GH_in
Cach Lirrit Catch Harvest hefish  Murbers Spot Chader Catch Uit + Bombers of
et 1,000y fo1,000 k) d 1,000 Ik af fishh G 1,000k Sport Charter figh
1935(3) 9,000 7.THD 436 19.83 49615 1,233 12.5% G2 000
19496 9,000 g.a0m 1,187 214 A35490 1,483 14.56% 67,000
1937 10,000 9890 1,054 214 a1,181 1,292 1M1.71% 4,000
1998 10,4500 10,230 1,884 2914 a4, 364 1,880 16. 8% 67, 500
14090 10450 10,202 430 17 20 5278 1173 10.25% G5 500
Averae (950 9 793 9376 1146 .83 a2 247 1,432 13.054 G5, 360
Ayverage (A5 5 10,495 10 216 1,541 2347 53550 1677 13.32% G 800
Ayerae (470 10,330 10107 1,185 ARG 52 TR 1,482 12.79% G5 533
IPHC Araa 34
Charter GHL @
Commercial - Cormrercial - Charter Charter 125% o GH &= % of GH_in
Cach Lt Catch Harvest lbeffish  dumbhers Sport Charter Catch Limit + Mumbers of
| vear 1,000y fo1,000 k) d1,000 Ik af fish Go1,000 k) Sport Charer figh
19950 20,000 18,240 2845 264 137,843 25847 159.57% 172,300
1996 20,000 19,650 2822 19.74 142 957 3827 15.45% 173,700
197 25000 24 6E0 343 ARCE 1452, 896 4 26k 15.01% 191,100
1998 26,000 2,870 2925 LIRS 143,368 37N 12.87% 179,200
1444 24 6710 20 28T 2533 19,23 131,705 3167 11. 64 % 164,700
Auerane (959 23134 L2773 2920 A5 141,740 2640 H.1TF4h 177 200
Auerace (HE 0 25335 2574 2754 X0 137 547 34449 12 %% 171 950
Aurerace (H7-04) 25273 22,274 2477 .74 142 BA 372 13 18% 178333
(=) These tables goply cormected SWWHS edimates for 1996, 19597, 1993 tothe GHL formula, StYHS Estirretes for 1995 are not revised
using methods inplernerted for revising 19961953 a5 the sowrce datacan ndt be retriered from Backup tapes

Base year

After having made its decision to adopt a fixed percentage or arange, the Council must still determine the
baseyear upon which to set that percentageor rangefor each area. The Council’ soriginal GHL decisionwas
based on 1995 harvest, the most recent data available at the time of final action in September 1997. The
Council may now choose to revise the base year to 1998, the most recent harvest information available for
Council final action in February 2000 or to set the GHL at some point between 1995 and 1998 levels. The
Council may choose a percentage or number of fish from within the range associated with 1995 through
1998:

Area 2C
12.35-16.39 %

Area 3A
138-179 thousand fish

50-68 thousand fish 12.87-15.57%

The choice of GHL base year has differential impacts on the charter and commercial sectors depending on
the area and whether a percentage (pounds) or arange (fish) is used to set the GHL. For Area 2C, the lower
percentage (12.35%) that could beset would be based on 125% of 1995 harvests, the highest (16.39%) would
be based on 125% of 1998 harvests (Table 4.6.1). The lower range (49,600-62,020 fish) and higher range
(54,360-62,020 fish) that could be set would be based dso on 1995 and 1998, respectively. Note that the
percentages and ranges for 1996 (14.56% and 53,590 - 66,990 fish) and 1997 (11.71% and 51,180 - 63,980
fish) for Area 2C are within the range of the alternatives considered by the Council.
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The effect of revigng the GHL to use 1998 as the base year is mixed for Area 3A. The lower percentage
(12.87%) that could be set would be based on 1998, while the higher would be based on 1995 (15.57%).
However, the lower range (137,840-172,300 fish) that could be set would be based on 1995 and the higher
range (143,370 - 179,210 fish) would be based on 1998. The lower percentage in 1998 is associated with a
higher range of fish asaresult of only a4% increase in charter harvest compared with a30% increasein the
commercia quota (6 million Ib) between 1995 and 1998 in Area 3A. The percentages and ranges for 1996
and are included within the range of alternatives analyzed for Area 3A, but those for 1997 are not.

Calculation of the GHL for thereference years of 1995 and 1998 or the intermediate yearsof 1996 and 1997
is straight-forward. A combined commercial-charter CEY can be calculated by applying the CEY process
described above and subtracting all removals except for commercial and charter harvests. Therefore, a
practical method of approximating the GHL that would have occurred if it had been implemented can be
derived from the sum of commercia quotas set by the Commission and the actual charter harvest for ayear
(more properly, we would use a pre-season, projected harvest).

In Table 4.6.1, the 1995 and 1998 base years were selected to back-calculate the 1995-98 GHLs to
approximate what the GHL s might have been had they been implemented during 1995-98. Please note that
these etimates are not necessarily what the GHL would have been in those years had they been effective.
Applying the GHL percentage for a given base year (1995-98) results in an approximation of the GHL for
those same yearsin poundsof fish. That is, any one of the four years could be chosen asthe base year. Once
abase year is selected, aback-cal culation of what the GHL would have been in each of those four years may
be demonstrated.

In summary, the Council could have set the percentage or rangeat any point within therangeslistedin Table
4.6.1. The obvious alocational impacts are that the higher the GHL is (in pounds or fish), the greater the
alocation would be to the charter sector and the lower the quota assigned to the commercial sector.
Biological concerns associated with Option 2 for setting a “permanent” GHL in numbers of fish based on
years of peak abundance that would aso apply during years of future low abundance are discussed under
Section 4.6.2.2.3.

Note that:

6. thechoice of baseyear only determines the resulting percentage, which isthen fixed in time and applied
to the combined quota from the annual IPHC stock assessment;

7. the GHL itsdf has no impact when the fishery is not shut down when it is reached, rather it is the
associated management measures that could produce impacts.

These issues are discussed further under 1ssue 2.

Projections

For illustrati ve purposesonly, projections of when the GHL s might be reached based onthe 1998 IPHC stock
assessment are presented for Areas2C and 3A. The projected rates of growth fromthe 1997 Council analysis
(previously described in Section 3) applied to the 1998 actual charter harvest resultsin adepiction of where
the charter fishery is now relative to the GHL options and a projection of when the GHLsmay be reached.
Figure 4.6.1 shows that 1998 Area 2C charter harvests already exceeded a 1995-based GHL (as approved
by the Council in 1997). Figure 4.6.1 aso assumes a constant 1998 quota through 2005 for illustrative
purposes.

A post-season eval uation would determine whether an area GHL was exceeded. It was not possible to back-
calculate GHLs exactly, however, ADF& G dataindicate that 1998 Area 2C charter harvests appear to have
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exceeded 125% of the Area2C 1995 GHL baseleve (1.23 M Ib). It also appears to have ex ceeded the back-
calculated GHL of 1.26 M Ib, IPHC staff’ s best approximation of what the GHL would have been had the
1995-bhased GHL beenin effect (Table 4.6.2). Therefore, had the 1997 GHL decision been approved by the
Secretary, GHL management measures would be triggered for the next fishing season in Area 2C.

Table 4.6.2. Projected Area2C charter harvests using higher and lower charter growth projections.

higher low er
Y ear Charter Higher % chanc Cuma Charter Lower % Chg  Cum %
19598 1,767,001 1,767,001
1959 1,930,908 928 8928 1,844,249 437 4.37
2000 2102814 406 17 .96 1.924178 433 8.63
2001 2292427 8.86 26 .48 2,006,871 4.3 12.86
2002 24891 802 868 34 .66 2082422 426 17.08
2003 2,703,841 852 43.1 2,180,924 423 2123
2004 2,930,294 8.38 5182 2272474 4.2 2544
2005 3,171,784 8.24 5182 2367171 417 26448
average g7z 427

Figure 4.6.1 dso “projects’ that under higher growth rates, the charter harvest in Area 2C could reach the
1998-based GHL sometime during 2000 - 2001 and under lower growth rates, sometime during 2003 - 2004.
Please note that these projections are not “ predictive.” The authors are not suggesting that the GHL would
really be reached in those years, becausethereistoo much uncertainty to predict client demand. Thetimeline
doesoffer some perspective, however, onwhere the fleet is now versus how much further harvests must rise
before the GHL is triggered.
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Figure 4.6.1. Hypothetical timeline for when the Area 2C GHL may be reached (based on actual 1994-98 charter|
harvest, lower and higher harvest projections).
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Area 3A projections shown in Table 4.6.3 and Figures 4.6.2 indicate that the 1995-based GHL might be
reached sometime during 1999 - 2000 under the higher projection and 2000 - 2001 under the lower
projection. The 1998-based GHL might be reached during 2000 - 2001 under the higher projection and
during 2003 - 2004 under the lower projection.

Table 4.6.3. Projected Area3A charter harvests using higher and lower charter growth projections.

higher lower
ear Charter Higher % chant Cum% Charter Lower % Chy  Cum %
19498 4,238,392 H.R3 3238302
1594 4,550 306 438 483 384658 4 52 452
2000 4,384,229 4146 18.64 3536032 447 g2.91
2001 4238516 804 2733 JBL2EED 443 1326
2002 461704 g.76 25 .92 28547 TR 4 39 187
2004 6022042 g.54d 44 3k 4022093 4 35 2185
2004 5453448 044 £3.35 4746030 4.31 26.24
2005 5914 564 g2.98 6335 43759564 428 2624
averane 4 34
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Figure 4. 6.2. Hypothetical timeline for when the Area 3A GHL may be reached (based on actual 1994-98 charte
harvest, lower and higher harvest projections). 1

Option 3

If the Council adopted a GHL as afixed range in numbers of halibut for 2C and 3A the charter harvest
would be gauged against this range at the end of the fishing season. The intent would be to minimize
unnecessary disruption to the charter industry while maintaining the three-year running average charter
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harvest within this range. The three year running average would commence in the year the Council
implementsthe regulation. Harvest overages (any number of harvested fish that exceeds the upper limit of
the range) and underages (any number of unharvested fish that is below the lower limit of the range) may
occur inany given year (Figure 4.6.1).

If thereisan overage after thefirst year of the three-year period the fishery manager would have the option
to take, or not take, regulatory action in the following year, depending on the magnitude of the overage. If
thereis an overage again during the second year it would be added to the overagefrom the fird year (i.e. it
would be a cumulative overage). However, if the harvest in the second year resulted in an underage the
number of unharvested fish would be deducted from the first year’ s overage.

Annual underages or overages would not justify amodification in charter fishery behavior or regulationsto
attain the GHL range in agiven year of the three-year period. Nor would underages or overages be used to
increase or decrease the GHL range. The goal isto maintain the three-year average within the GHL range.

Another approach would take three yearsto generate the average to determine whether the upper limit of the
GHL range has been exceeded. When it has been determined that the upper GHL limit has been exceeded,
the management measure(s) in regulation would be triggered for the subsequent year. This alleviates the
discretion allowed the NMFS Regional Administrator for interpreting whether an “overage” significantly
exceeded the upper limit of the GHL to warrant an immediate triggering of approved management
measure(s). It may aso aleviate the need to prepare an additional regulatory amendment for
Council/Secretarial action to determine whether the “ overage” was significant for the trigger.

If the Council adopted a GHL as afixed percentage or point estimate that would vary annually based upon
the combined allocation to the commercial IFQ and charter sectors, the management intent would be to
maintain the charter harvest a this point estimate over a period of three years. The intent would not be to
manage based on a single year harvest; it would be managed on a three year running sum of overages and
underages of charter harvests. The envisioned management scenario over time would be similar to the
example described above using aGHL range, with one important difference (Figure 4.6.2).

Sincethe charter GHL harvest goal istoattain aspecific point estimate rather than attaining aharvest within
afixed range as in the example above, and since the actual GHL targeted in ayear might vary, it isalmost
certainthat therewill be an overage or underage each year. Thiswould meanthat itismorelikely that NMFS
would be required to take regulatory action at some point within the first three years and may be required
to take additional actions in each subsequent year. As a result, management would need to be more
conservative to ensure that the management intent is achieved.

The GHL range described abovewould accommodate annual variationin harvest levels and lessen the need
for annual management actions to adjust the charter harvest while at the same time meeting the overall
management intent. This benefit could be lost if the fixed percentage alternative is selected.

Asdescribed above, asecond, simpler approach would take threeyearsto generate the average to determine
whether the upper limit of the GHL range has been exceeded. When it has been determined that the upper
GHL limit has been exceeded, the management measure(s) in regulation would be triggered for the
subsequent year. It would alleviate an additional regulatory amendment process compared with the first
approach.

Figure4.6.2 presentsahypothetical example of how athreeyear running averagewould be appliedtoaGHL

expressed as a fixed range that does not change annually based on abundance. The charter harvest was
65,000, 70,000, and 80,000 fish in year one, two, and three, respectively. The three year average charter
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harvest was 71,667 fish, which falls within the bounds of the GHL range. No regulatory redrictions would
be required in the fourth year.

Figure 4.6.3 presents ahypothetical example of how athreeyear runningaveragewould be applied toaGHL
expressed as a fixed percentage that changes annually based on abundance. The charter harvest in the first
year was 50,000 pounds lessthan the fixed percentage GHL, but exceeded the GHL percentage by 125,000
and 200,000 pounds in the second and third years, respectively. The three year average of overages and
underages resultsin an overall overage of 91,667 pounds. Regulatory restrictions would be required in the
fourth year.

Actions which set the GHL as arange of halibut (afloor in either numbers of fish or pounds), as opposed
to a percentage of the available quota, are less likely to negatively impact the charter fleet in general;
conversely, these alternatives result in potential negative impacts to the commercial fishery (relative to a
floating percentage for the charter fleet) particularly if halibut biomass dedines to low levelsin the future
(an outcome which fails to achieve the objective of the proposed action).

Figure 6.3. Three-year Running Awerage with = Fixed Range [in number=s of fish]
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Figure 4.6.3 Three-year running average with a fixed range (in numbers of fish).
Option 4

The current IPHC procedure for cal culating the commercial quota(catch limit) deductsall non-commercial
removalsfrom the CEY; the remainder isthe commercial quota. Thisprocedurewill continue until the GHL
is actually reached or exceeded for an area. Only when the GHL is reached and the commercial quotais
constrained by thefull GHL, would this IPHC procedure need to be modified.

In December 1999, staff presented two scenarios for revising the IPHC procedure. All of the options
implicitly accept that both the charter and commercia quotas should be adjusted by the IPHC to address
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conservation concerns. The charter industry supports splitting the charter and commercial quotasto avoid
adjustments to the charter GHL that are not based on conservation (e.g., market saturation).

Option A isthe cl osest to the current IPHC procedure. It proposes that all non-charter and non-commercial
removals be deducted fromthe CEY ; the remainder would be the combined charter/commercial quota. The
Council GHL formula would automatically be applied to that combined quota to calculate the separate
charter and commercial splits. Option B differs from Option A in that it proposes to apply the Council
formulabefore the IPHC determines the quota. Options A and B are not included in thealternativesbut are
provided as additional information to reflect Council discussion of thisissue in December 1999.

At the December meeting, the Council added Option C to Alternative 2, Issue 1. It addresses a perceived
fairnessissue by the charter industry that is not included in Options A or B. It proposesto deduct only non-
charter and personal use (i.e., subsistence) removals fromthe CEY before applying the Council formulato
set the charter GHL . Bycatch and wastage removal swoul d then be deducted from the remainder, fromwhich
the IPHC would determine the commercial quota. The Council raised two issues related to this proposed
procedure: 1) afairnessissue of counting trawl bycatch and longlinewastage only against that portion of the
CEY that would be used to determinethe commercial quotarather than against all users; 2) the significantly
different GHL percentage that would result for the charter sector compared with those dready proposed in
the analysis. A third issue raised by IPHC staff is the lack of specific steps in the current IPHC procedure
whereby the IPHC makes conservation and non-conservation adjustments to the quotas.

Options B and C do not fully capture the IPHC quota-setting process. IPHC staff recommended a catch
sharing plan for all user groups, similar to aplan in place for Area 2A. The Council continued to limit the
actionsin thisanalysis to the charter and commercial sectors. The Council is scheduled to take final action
on a separate analysisto define halibut subsistence use in October 2000. The Council has not initiated any
new action to manage the non-charter halibut sector.

46.2.2.2 ISSUE2: Implement GHL management measures.

None, any, or al of the following
management measures could be
implemented up to two years after
attainment of the GHL (one year if
data is available), but prior to
January 1 of the year in which they
wouldapply . Restrictionswould be
tightened or liberalized as
appropriate to achieve a charter
harvest below the GHL, if a point
estimate, or within the GHL range, if arange.

« linelimits « super-exclusive registration
« boat limit « gport catcher vessel only area
« annua angler limit - sportfish reserve
« vessd trip limit « rod permit
« baglimits » possesson limits
« prohibit crew-caught fish

The Council hasidentified 11 management measures that could adjust harvest in an effort to maintain the
charter fishery within the allocation provided under a GHL. Each of these tools has a different effect on
harvest potential. This effect will likely vary between areas, and perhaps ports, and will beinfluenced over
time by changesin stock abundance. Each tool must be continually evaluated in context of thelevel of action
required, the stock abundance, and the regulatory area. Market factors such as participation levels and
willingnessto pay for theopportunity to sport fish for halibut will alsoinfluence future harvest potential and
was considered by the Council in its recommendation of a preferred regulatory strategy.
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Determination of the best management measure or combination of measuresto use was based on the best,
most current information available. For this reason, it is preferable to make a list of tools available from
which a manager may select one or more of the toolslisted. Implementation and timing of a procedure for
implementing GHL management measures is discussed in Section 4.6.2.2.5.

46.222 |ISSUE2: Implement GHL management measures.

None, any, or all of the following

management measures could be « linelimits «  super-exclusive registration
implemented up to two years after . boat limit - sport catcher vessel only area
attainment of the GHL (one year if . annual angler limit «  sportfish reserve

data is available), but prior to « vessd trip limit « rod permit

January 1 of the year in which they . bag limits «  possession limits
wouldapply . Restrictionswould be . prohibit crew-caught fish
tightened or liberalized as

appropriate to achieve a charter
harvest below the GHL, if a point
estimate, or withinthe GHL range, if arange.

The Council hasidentified 11 management measures that could adjust harvest in an effort to maintain the
charter fishery within the allocation provided under a GHL. Each of these tools has a different effect on
harvest potential. This effect will likely vary between areas, and perhaps ports, and will beinfluenced over
time by changesin stock abundance. Each tool must be continually evaluated in context of thelevel of action
required, the stock abundance, and the regulatory area. Market factors such as participation levels and
willingnessto pay for theopportunity to sport fish for halibut will also influence future harvest potential and
was considered by the Council in its recommendation of a preferred regulatory strategy.

Determination of the best management measure or combination of measures to use was based on the best,
most current information available. For this reason, it is preferable to make a list of tools available from
which amanager may select one or more of thetoolslisted. I|mplementation and timing of a procedure for
implementing GHL management measures is discussed in Section 4.6.2.2.5.

Bag limit

The current bag limit set by IPHC regulations is defined as “the maximum number of halibut a person may
takein any calendar day from Conventionwaters.” In all waters off Alaska, the daily bag limit istwo halibut
of any size per day per person.

On-site sampling by ADF& G isbased on vessel-trip, rather than individual angler, interviews. Due to the
nature of the survey, a party-fishing environment had to be assumed for this analysis. For example, if six
clientswere fishing and six fish were landed, the analysis assumes that each person harvested one fish and
no clients exceeded a one-fish bag limit.. However, it is possible that three clients may have harvested all
of the fish, meaning three of the fish would have been in excess of the one fish bag limit. Therefore this
method of calculating the impacts of a one-fish bag limit will tend to underestimate the true impact.

With the above caveatsto the data, the analysis determined that 61% of halibut retained in Area2C and 57%
in 3A resulted fromthefirst fish in thetwo-fish bag limit (Tables 4.6.4 and 4.6.5). A reduction to aone-fish
bag limit, would be expected to decrease harvest by 39 percent in 2C and 45 percent in 3A when examining
SCVL data and 40% in Area 2C and 43% in Area 3A when examining ADF&G on-site interview data.
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Table 4.6.4.- Percentages of sport charter harvest made up of first and second fish in the bag limit in IPHC
Area 2C in 1998.

Trips
SVWWHS Area Fort Sampled 1stFish  2nd Fish Surveyed{a)
Ketchikan Ketchikan B1% 39% 101
FPrince of Wales CraigiKlawock B1% 39 % 48
Petershurgfrangell Petershurg/rangell HE % 35 % T
Sitka Sitka B1% 39% 544
Juneau Juneau 57 % 43 % Ho
Total{b) 61% 40% 830

(a)- Onlyincludes single day trips; trips accurring for more than 1 day excluded.
(h) - Weighted average to all of IPHC Areg 2T,

Table 4.6.5.- Percentages of sport charter harvest made up of first and second fish in the bag limit in IPHC
Area 3A in 1998.

Mo, Trips
Surveyed

Area Faort Sampled 1stFish  2nd Fish (a)
Yakutat none - -- --
Frince William Sound Valdez B3 % 37 % 122
Morth Gulf Seward B3% 37% 112
Lower Cook Inlet Homer 53% 47 % a7h
Central Cook Inlet Deep Cr. 4 Anchaor Pt. 58 % 42% 22
Kodiak Kodiak 64 % J6% 2893
Cwverall Area 34 (h) B3% 47% 1123

(a1 - Only includes single day charter trips; trips occurring for more than 1 day excluded.
(kY - Owverall estimate weighted by the proportion of harmest in each area,
ignores Yakutat due to lack of data.

(Table4.6.6). Also, thereduction inweight Table 4.6.6. Projected reduction in 1998 charter halibut harvest

may be overestimated because under aone- o - :
fish bag limi | k | fish as a result of a reduction in bag limit to one fish per
' ag limit, anglers may keep larger fisn. angler. (Source: ADF& G SCVL and on-siteinterviews)
Fish in excess of the one-halibut bag limit percent  number pounds  charter
that could not be attributed to a specific e nfish fish netwt — anglers
X X 3 2C 39-40% 25,000 689,000 45,800
port, but likely came from either Area2Cor 55 43-45% 69,000 1,380,000 91,000

3A, totaled 1,365 fish. These halibut

amounted to an additional loss to charter

anglers of roughly 35,000 Ib. Total

foregone harvest of halibut under a one-fish bag limit in both areas amounted to approximately 2.1 M Ib
under these projections based on 1998 data. Note that only single day trips were used in this analysis—all
multi-day trips were excluded.
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The above estimates do not take into account any possible changesin effort or angler behavior due to the
reduced bag limit. For example, a one-fish bag limit could have a greater effect on reducing harvests than
estimated if anglersare lesswilling to take such atrip at the same cost as atrip with a two-fish bag limit.

Recall that a bag limit would only be imposed on the charter fleet (by area) once catch reaches or exceeds
the GHL set for the area. Projections of when the GHL may be expected to become constraining on the
charter fisheries are presented in Chapter 3. Those projections are recognized to be very rough
approximations, sincetheir derivation wasdependent on several factorsthat were highly variable. However
if those projections are assumed to berealized, the 2C bag limit (if approved by the Council) would go into
place either immediately upon implementation of the program, sincethe GHL has already been reached, or
asfar out as2004. In Area3A, imposition of abag limit would occur immediately or by 2003, depending on
the GHL alternative selected.

Whether or not abag limit will result in harvest reductions depends on several factors such asthe magnitude
of thelimit, whether or not the limit is constraining on catch (Hunt 1970), whether or not the bag limit alters
the catch expectations of anglers (i.e. is the number of fish that can be caught and kept important or is the
fishery primarily acatch and release game fishery?), and changes in the demand structure of sport fishing
such asanincreasein the gport fishing population (Table 4.6.7). Depending on the combination of the above
factors, thereisavery real possibility that abag limit will have novisible effect on harvestsor that harvests
will even increase after implementation of alimit. For example, assume alimit is set at alevel where the
perceived quality of the averagetrip isnot altered, so that we wouldn’t expect participation ratesto decline.
Also assume that the bag limit effectively constrains the catch of just a small percentage of anglers
(“highliners’ of the sport fishery who catch much more than the average), and that the visitation rate to the
fishery region isincreasing over time. While the few very successful anglers will experience areductionin
harvest, those fish not caught by ‘highliners’ may be caught by the remaining fishers and new entrants. In
thisscenario, thebaglimit merely redistributescatch over the entire popul ation of anglersinstead of reducing
the harvest. However, this does result in a welfare change.

Table4.6.7. Estimated percentage of total harvest reduction, by month, through implementation of a one-
fish bag limit in Area 2C during 1998 and 1999. (Source: SCVL)

Area 2C Area 3A
MONTH 1998 1999 1998 1999
MAY 2 1 5 4
JUNE 12 10 14 13
JULY 14 14 17 16
AUGUST 10 14 7 10
SEPTEMBER 1 1 1
__ 2
TOTAL 39 40 44 45

Unfortunately, studies on the effects of bag limits seemto be sparsein the literature. Titlesand abstractsto
afew selected works on bag limitsfor both fish and game were provided by the Washington Department of
Fishand Wildlife, though timeconstraintsdid not permit obtaining theworksin question. Nonethel ess, some
of the abstracts do confirmreductionsin harvest after theimposition of bag limits, though at timeslessthan
anticipated (Hunt 1970, Attwood and Bennet 1995).

Catch and effort data for particular fisheries can also be used to assess the effects of bag limits before and
after their implementation, though analysis of such data is complicated by the confounding effects of
substitution when there are multiple species that can be targeted on similar trips or overlapping seasons for
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different fisheries. Apparent changesin effort that follow a change in the bag limit have to be identified as
either aparticipation effect or someunrel ated demand changefor meaningful interpretation of harvest resullts.

Dataand cursory analysis on the coastal black rockfish fishery, obtained from the Washington Department
of Fish and Wildlife, suggest that bag limits imposed in 1992 and 1995 had limited success in reducing
harvests for trips launched from some ports, and no success at al in others. However, since black rockfish
are often incidentally targeted during trips that are primarily motivated by the salmon sport fishery, these
results need to be further andyzed to be conclusive. Furthermore, the bag limit reductions (15 to 12in 1992
and 12 to 10 in 1995) do not seem to be extreme enough to have provoked a participation effect on anglers.

Bag limit reductions implemented within a management plan have been used to reduce or limit harvestsin
the Southeast Alaskasport fishery for chinook salmon since 1992. Thesebag limit reductions have been used
in conjunction with other regulatory changes to try to obtain an alocation to the sport fishery. Although
CPUEsfor chinook salmon are usually substantially poorer than those observedinthe guided halibut fishery,
areduction in the chinook bag limit from 2 fish to 1 fish had a substantial impact on reducing or limiting
harvest. In 1992, the imposition of a one-fish bag limit reduced the harvest of “treaty” chinook salmon by
an estimated 7,220fish (about 17%). No increasesin fishing effort were observed whichmight have at least
partially offset the reduction in bag limit. Bag limit reductions for at least a small portion of the fishing
season havebeen used annually since 1992 to limit harvests of chinook salmonin Southeast Alaska. If placed
into effect for the entire fishing season, bag limit reductions have been estimated to reduce harvests from
about 12% to 22%.

Whilethereisno dataknown to the authorsto allow direct estimation of effort changesresulting fromaone-
fish bag limit for halibut in Areas 3A and 2C, we can predict how anglers fishing off the Kenai Peninsula
might respond to changes in expected catch using Lee's participation rate model (described earlier in
Chapter 4). The participation rate model provides information on how changes in the expected number of
fish caught affects the probability that anglers will take afishing trip. The model is based on the expected
number of fish caught (without differentiating between fish kept and rel eased), and the data does not allow
us to distinguish between kept and released fish, so it cannot be used to explicitly analyze a reduced bag
limit. However, sinceit describes how catchrates affect participation, an illustrative applicaion isrelevant
in the absence of any other demand analysis for sport caught halibut.

The value associated with total catch includes the value of catching and keeping halibut for meat (whichis
not necessarily valued in the sasmeway as halibut meat purchased from commercial sources) and the value
that correspondswith the experience of catching and rel easing. These val ues are subsumed within thesurvey
responses on which the model is based, and reflected in the participation rate model’ s results despite our
inability to distinguish between both types of value. While it is not possible to distinguish between fish
caught and rel eased, the model isstill useful for illustrating that astrong relationship exists between thetotal
expected catch of halibut and the desirability of taking a halibut trip, a relationship that will play an
important role in determining how anglers ultimately respond to areduced bag limit. Furthermore, given
certain assumptions, scenarios can be formulated that arelikely to bound the range of abag limit’seffect on
participation in the Kenai Peninsuld s halibut fishery. Since survey results upon which this model is based
apply only to Kenai Peninsula anglers, we cannot use the modd to make inferences for the halibut sport
fisheriesin other areas.

A reduction in the bag limit from two to one fish decreasesthe qudity of a halibut trip assuming that there
is some vdue to the average angler of keeping fish. One way to approximate such a reduction in quality,
given that we do not currently have data on consumer preference for retaining halibut, isto model for an
expected total catch reduction of one fish, assuming that keeping halibut is of considerable overall vaueto
the fishing experience. In cases where the expected total catch is greater than two fish after we simulate a
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reduction of onefish from expected total catch (recall that we are using the number of fish caught asaproxy
for the number of fish kept in thismaodel ), then we can assume that the resulting participation effect will not
be as severe as the participation effect following imposition of a one-fish bag limit. Thisis because anglers
can still keep at least two fish. Thisis obviously a weakness of falling back on using expectations of total
catch instead of retained catch. However, unless the catch and release component of the fishery is much
more valuabl e than the keep component, we can view the effects of asimulated reduction in expected catch
by one fish as a probable upper bound for the decreased parti cipation that would follow a bag limit of one
fish.

Similarly, we can assume alower bound of participation decrease for a one-fish bag limit by modeling for
a reduction in halibut catch from the current average levels to just one fish. This hypothetical scenario
implies a much more drastic reduction in the quality of the trip than does the imposition of aone-fish bag
limit because it does not allow for any catch and release activity subsequent to landing the first fish.
Therefore, it will likely overgate the decrease in participation resulting from a one-fish bag limit by avery
considerable amount, and serve as an absol ute lower bound on the corresponding participation decrease.

Average attribute levels were sel ected for halibut-only tripsto predict the effect of halibut catch reductions
on participation in the halibut fishery. A limitation of the model is that the catch constraint can only be
applied to the average saltwater angler, and not specifically to halibut charter clients. This preventsusfrom
being able to speak to the substitution of private boat fishing for charter fishing and could lead to an
overstatement of charter client responses to reduced catch. However, we can approximate the type of
response that would be more characterigtic of ahalibut charter trip by applying the catch reductions to a
baseline that reflects halibut charter trips. Table 4.6.8 reproduces the attribute means from the Lee survey
datafor halibut-only charter trips.

Table 4.6.8 Mean attribute levels for Kenai halibut-only charter trips

Residents Non-residents|
Fishing Cost 141.30 207.93
Halibut Catch (kept & released) 3.61 3.45
Halibut Weight 33.54 43.51

Averagetotal catch for Kenai Peninsulahalibut-only charter tripselicited fromthe 1997 L eesurvey was 3.61
halibut per resident angler day and 3.45for every non-resident angler day. Reducing the average catch values
by one fish, resulting in an expected catch of 2.61 halibut (28% reduction in catch) and 2.45 halibut (29%
reduction in catch) for resident and non-resident angler days respectively, we can predict how thisdecrease
inexpected quality will affect thelikelihood that anglerswill takethetrip. Resident participationisestimated
to decrease by 18.7% and non-resident participation by 26.3% (see Table 4.6.9). These point estimates are
very sensitivetothe attribute level s sel ected, and thereislikely to be considerable overlapin the confidence
interval sbetween valuesfor residents and non-residents, meaningthat thetrueval ues may not bestatistically
different.

Decreasing total expected catch levels for both residents and non-residentsto only one hdibut per angler-
day (72% and 71% reductions for residents and non-residents, respectively) reduces participation rates by
92.8% for residents and 90.5% for non-residents (see Table 4.6.9). This is adramatic reduction and it is
important that the result is not misinterpreted. Rather than represent an expected effect of a one fish bag
limit, the result merely meansthat there is about a 90% reduction in the likelihood that the average angler
would takeatrip if she only expected to catch onehalibut, all else being equal. Thisis not an unreasonable
expectation, recognizing that, by assumption, there would be no more opportunity for fishing of any kind
(catch and release included) after the first fishis caught.
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Table 4.6.9 Predicted angler response to changes in halibut catch

Decreasein
resident Decrease in non-res
participation participation
Catch reduced by 1 fish per angler day 18.7% 26.3%
Catch reduced to 1 fish per angler day 92.8% 90.5%

Thereductionsin participation implied by thisillustration do not necessarily mean that anglerswill drop out
of the halibut charter fishery altogether. Among the many activities anglers can substitute for a foregone
halibut trip off the Kenai Peninsula is a hdibut trip anywhere ese where the constraint on catch isn’t
expected. Therefore, these participation reductions only represent a decrease in halibut sport fishing off of
the Kenai Peninsula, which could be offset by a spillover effect elsewhere.

We can estimate the monetary economic impacts of the above simulations to the Kenai Region using the
input-output model presented in Chapter 4. Since we can assume that anglers would substitute their Kenai
Peninsula halibut trip with some other recreational opportunity, either within or outside the Kena region,
it would be best to incorporate substitution effects to the extent practicable before predicting the regional
economicimpactsof changesin catch. Since some of thereductionin effort inferredinTable4.6.11 islikely
to spill over into other saltwater fisheriesin the Kenai, the changesin fishing-related expenditures will be
less pronounced than if all substitution occurred outside of the Kenai. To allow for subgtitution of other
saltwater fishing opportunities such as salmon or combination trips, catch and weight means for all marine
sport fishing trips were used so that the model results reflected the full range of trips an angler could take.
This reduces overstatement of the local impacts by capturing the spillover effect that a reduced expected
catch of halibut would have on other types of locally available saltwater fishing trips. Tables 4.6.10 and
4.6.11 report the means of saltwater fishing trip attributes and resulting impacts, respectively.

The lower bounds for predicted participation decrease are close to 80% for residents and 75% for non-
residents. We can assumethat the difference between these results and those that are in the 90% range that
reflect the lower bound in Table 4.6.9 comprise the substitution effect of taking another type of saltwater
trip off the Kenai rather than a halibut-only trip. The upper bound under the latest simulation closely
resemblesthat of the simulationreported in Table4.6.9. Though it isnot intuitively clear why both residents
and non-residents seemto respond more sensitivey to reduced catch by one fish when there are substitutes
available, the answer probably liesin the high degree of influence imparted by changed attribute levels.

The regional impacts to the western Kenai Peninsula corresponding to the simulated changes in expected
catch fall within the following ranges: a $3,407,633 decrease in fishing expenditures attributabl e to halibut
charter fishing to $11,949,103; a $5,959,856 decrease in subsequent total output (sales), inclusive of the
decreased expenditures, to $17,413,928; a $2,372,716 decrease in persond income to $6,939,406; and a
decrease of 192obs, t0562. These vauesarebased on preliminary input-output runs, and it should be noted
that the reductions in halibut catch were modeed holding all other variables congant. Theinward shift in
demand for halibut trips implied by the decreased participation rates would likely have a price effect that
would mitigate the drop in participation assuming the supply of tripsis not perfectly elastic. However, this
mitigating effect is not captured in the above estimates. The reader is reminded that these values are not
measures of net benefits, butinstead impacts caused by changesin monetary transactions. M onies not spent
in the Kenai as areault of catch reductions would likely flow to other regions where the expected catch is
not as constraining, as recreationists seek out the next best fishing opportunities.

Even though the participation rate modd’ s results exhibit the expected trait of decreasing marginal utility

for catch, the impacts and changes in compensating variations provided above are estimated under the
assumptionthat marginal utility isthe samefor catch and releasefishasitisfor fish that are caught and kept.
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While thisis an unrealistic assumption, it is not inappropriate for constructing an absol ute lower bound of
effort change in the absence of a method for distinguishing the keep and release elements. It is, however,
problematic in that the lower bound is one that almost certainly overstates the true effect of abag limit of
one fish. As noted previously, this is because the scenario modeled is one that more drastically constrains
the quality of the average fishing trip for halibut. Ideally, the effects of the keep and rel ease components
could be used to construct a piecewise marginal utility function where marginal utility after the first fish
caught could be made to resemble the shape of margind utility after the second fish caught based on the
current bag limit of two fish. Time constraintsdid not permit usto manipulate the participation rate model
intimefor the release of the public review draft of thisdocument, but staff was ableto attempt this exercise
for presentation at the February 2000 Council meeting. The followingtext was contributed by Dr. Todd Lee,
NMFS AFSC, which details modifications to the participation rate model.

Table 4.6.10 Mean attributelevelsfor all Kenai saltwater fishing

trips

Residents| Non-residents|
Fishing Cost 131.40 190.34
Halibut Catch (kept & released) 3.16 2.95
Halibut Weight 33.93 43.97
King Catch (kept & released) 0.22 0.15
King Weight 25.37 31.79
Silver Catch (kept & released) 0.12 0.22
Silver Weight 10.00 10.38

Table4.6.11  Predicted angler responseto changesinhalibut catch and resultingimpactstaking substitute

fisheries into consideration.

| M onetary impacts

Decreasein| Decreasein Decreasein
resident non-reg expenditures
participation| participation Output Income] Employment
Catch reduced by 1 fish per 20.1% 28.1% 3,407,633| 5,959,856] 2,372,716 192
angler day
Catch reduced by 1 fish per 79.7% 75.2% 11,949,103| 17,413,928] 6,939,406 562
angler day
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This explains how upper and lower bounds may be placed on the effect of changing the halibut bag limit
fromtwo (2) to one (1). Thereason why only bounds can be esimated isthat the data were collected under
the current bag limit regulations of two (2) fish per day per licensed angler. | should point out that the bounds
| present are based on logical constructs, rather than statistical sampling theory (i.e., they are not statistical
confidence limits).

In order to construct bounds some assumption must be made about the effect of the regulation on the catch
rate. Your GHL analysis states that the 1997 average catch per day per angler for charter tripsis 3.61 for
Alaskaresidents and 3.45 for non-residents. To demonstrate the range of possible outcomes | will discuss
and calculate bounds under two different assumptions or scenarios: (1) thetotal catch remains constant; and
(2) the total catch decreases by one fish per day.

Itisinteresting to notethat if the marginal utility of catch isconstant the problemisgreatly simplified. Under
thisassumption, the utility derivedfrom catching additional fishisconstant, and consequently, the marginal
utility of keeping equals the marginal utility of releasing. If this were true, then it is possible to directly
calculate the correct point estimate under each the above scenarios. However, the resultsfrom my working
paper! strongly suggest that themarginal utility of catchisdecreasingin catch. Wetherefore must investigate
placing bounds on the point estimate.

I will use Figure 1 to demonstrate the bounds you used in the GHL anaysis, how those bounds relate to the
two catch rate scenarios, and how those bounds may beimproved. Suppose that the estimated, conditional,
indirect utility of halibut catch has been estimated and isthe curve QY. This function is conditional snceit
depends on the levels of other relevant variables like fish size and trip cost. The utility function depicts the
decreasing marginal utility of catch result discussed above. Theresults of courseapply toany utility function
that is concave in catch. By way of example, assume that an angler catches three (3) halibut per day before
the keep limit is reduced.

The utility of catching and being allowed to keep 1 fish isd. The utility of catching and being allowed to
keep 2fishish. Theutility associated with catching three halibut (catching and being allowed to keep 2 fish,
and catching and releasing 1 fish) isa. Thusthe marginal utility of catching and releasing 1 fish conditiond
on catching and being allowed to keep 2 fish isa - b. Y ou established the upper bound by measuring the
quantity -(a - b) for the appropriateinitial catch, and tranglatingit into achangein probability usingthe link
function | provided in the working paper. Thisis clearly an upper bound for the scenario where total catch
is reduced by one fish. It measures the marginal utility of a fish the angler must release, rather than the
marginal utility of afish the angler isallowed to keep (given that they would both be the second and last fish
caught). Also note that if themarginal utility of catch were constant thiswould provide the correct measure
of the changein utility associated with a1 fish reduction in the bag limit (under the scenario that total catch
is reduced by one fish).

Y ou established the lower bound by decreasing catch to 1 fish. Assuming again that the angler’s catchwas
initially 3 fish, the change in utility is -(a - d). This is clearly a lower bound under both scenarios, an
overstatement of the effect of a 1 fish bag limit, since it measuresthe effect of (1) reducing the number of
fish that an angler catches and is allowed to keep by 1 fish; and (2) reducing the number of released fish to
0.

I will now describe abetter method to measure the lower bound. Thismethod is“better” becauseit provides
asmaller overstatement of the effect. | will first show thisfor the second scenario wheretotal catch remains
constant. The bound is constructed by assuming that the margind utility of catch-and-rdease fishing is
independent of whether an angler isallowed to keep 1 or 2 fish. Under this assumption anew utility function
(0Z) can be constructed by moving the line segment XY ina southwesterly direction until it intersectswith
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point W. Thisis equivalent to removing the second fish caught that the angler was allowed to keep, the line
segment WX. Now, for example, an angler who catches 3 fish is alowed to keep 1 of the fish and must
release the other two. The angler would receive a utility level equal to ¢. The changein utility is therefore
-(a - ¢). Thisisamost certainly still alower bound however since it is extremely likely that the marginal
utility of catching-and-releasing isadecreasing function of the number of fish an angler is dlowed to keep.
Itisinterestingto notethat if thisisnot the case(i.e., the marginal utility of catching-and-rel easing does not
depend on the number of fish caught and alowed to keep), -(a - ¢) is an exact measure of the changein
utility. A special caseof thiswould beautility function that islinear in catch. Under this condition thislower
bound provides an exact measure of the changein utility.

A lower bound under the first scenario (total catch is reduced by 1 fish) is measured by the reduction in
utility from theinitial position, a, to where theangler is allowed to keep one fish and release onefish. This
utility level is given by e in Figure 1. Thus-(a - €) isthe lower bound. Like the previous case, thisis amost
certainly alower bound sinceit is extremely likely that the marginal utility of catching-and-releasingis a
decreasing function of the number of fishan angler isallowed keep. Otherwise, thistoo isan exact measure.

The last bound that remains to be constructed is an upper bound for the scenario where total catch is
unchanged. Establishing this upper bound takesadlightly different approach. | will examine the magnitude
of two different marginal utilities. Thefirst isthe marginal utility of catching and being allowed to keep a
fish conditional on having already kept one fish. The second is the marginal utility of catching and having
to release a fish conditional on having already kept one fish. It is almost certain that the former islarger in
magnitudethan the latter. It therefore follows that replacing the former with thelatter in the utility function
will provide an upper bound to the effect of the regulation. This can be shown graphically (though | don’t
to avoid too much clutter) if you imagine that line segment VY is copied and moved in a southwesterly
direction until it meets point X. The difference between this new utility function and « isthe measureof the
changein utility.

| have estimated the new lower bounds and an additional upper bound using the average characteristics of
Alaskan and non-Alaskan anglers as defined in my working paper®, and using the catch, size, and price
attributes you reported in your analysis. These are containedin Table 1. Please notethat these estimatesare
based on average angler characteristics and do not follow the sample enumeration method. From my
experience with this data and model the difference is quite small, but should be noted nevertheless.

®Lee, S.T.,M.Herrmann, K. Criddle, and C. Hamel. 1999. The Effect of Fishery Attributes on Participation Rates: the Kenai
Peninsula Marine Sport Fishery . Working Paper. November.
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Table 1. Calculated bounds of the change in participation rate under different scenarios.*
* from NPFMC GHL analysis

Upper Bound Lower Bound
Total Catch
Unchanged
Resident -7.5% -66.2%
Non-Resident -8.2% -59.4%
Total Catch
Reduced by 1 Fish
Resident -18.7% -66.8%
Non-Resident -26.3% -62.8%
Itility
Ny
a W
b z
C
e
'

Figure 1. Utility of Halibut Catch

Angler net benefits associated with the loss of halibut trip opportunities can also be estimated by obtaining
the changesin compensating variation associated with the participation rate change. The derivation for this
process was explained earlier in Chapter 4. Recall from that discussion that the original compensating
variationvaueswere $61 and $59 per resident and non-resident angler day respectively, amountingto atotal
of $3,603,929 (based on the total number of angler days in the Cook Inlet halibut charterboat fishery for
1988). The reductionsin participation for the first simulation, where catch was reduced by onefish, yielded
average compensating variations of $34 and $28 per angler day for those resdent and non-resident anglers
that continueto partakein the fishery after the expected changein halibut catch. New measures of effort can
be abtained by reducing the number of original angler daysinthefishery (from Table 3.44) by the percentage
of participation rate change. For residents, the number of angler daysis 16,779 less 18.7%, or 13,658, and
for non-residentsit is 43,700, | ess 26.3%, or 32,207. Multi plying the compensating variations above by the
resulting changein effort produces atotal of $1,366,151, a 62% reduction in angler net benefits.

Since participation decreasesin response to expectations of reduced catch, angler surpluswill decrease and
thereduction in total expenditurestranslatesto reduced revenuesto the charter sector. Holding priceand all
other attributes constant, net benefits from the halibut charter market would decrease since both consumer
and producer surplusesdiminish. Again, itisnoted that therewouldlikely be price effectsto offset the extent
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of participation reduction, but this cannot be estimated without a supply function. While reduced harvests
by the sport sector increases the benefits to the commercial halibut sector, we do not know how offsetting
these effectsare. Though we can’t speak to net benefitsin the commercial market without better information
regarding demand at the consumer level, the elastic nature of the ex-vessel demand (presented in Section 3)
impliesthat reductionsin the commercial catch would reducetotal revenuesto commercial harvesters. While
we can concludethe obvious offsetting effectsof net benefitsto each sector, determiningordersof magnitude
requires more analysis.

Estimates have been provided earlier in thissection for theimpacts of decreasing the bag limit from two to
one fish, in 1998, assuming there would not be any change in participation levels. Table 4.6.6 showed the
projected reduction in harvest to be 43%. However, this reduction does not take into account the reduced
effort effect of imposing the bag limit. If we assumethat halibut anglers throughout Area 3A react similarly
to reduced catch expectationsas do anglers on the Kenai Peninsula, then we can conclude that there will be
some reduction in effort, and that consequently the reduction in harvest will be greater than the 43%
estimated earlier. It would not be appropriate to apply the participation reductions above on an area-wide
basis, however, without a better understanding of anglers’ motivations elsewhere in Area 3A.

Becausethe participation rate model cannot be appropriately applied to Area2C, no quantitative projections
are provided. Though we can reasonably assume a participation effect of some sort, the magnitude depends
on angler usage patterns. If the preponderance of anglersfor aparticular port are cruise ship passengersfor
whom saltwater fishing is an ancillary part of the Alaska vacation experience, as confirmed by McDowell
(1992), and if these clients do not place an emphasis on the “meat” value of the fishery, then they will
probably not be as sensitiveto areduced bag limit so long as other fishing attributes do not change. Informal
discussionswith charter operatorsin Area 2C indicate that cruise ship passengers do make up the bulk of the
clientelein many ports and that combination halibut-salmon trips are much more prevalent than are halibut-
only trips, whichwould further complicate isolating impacts of changesinthe halibut fishery. It should also
be noted that these characterizations do not hold for lodges that focus primarily on saltwater fishing, since
the primary purpose for thistype of atripislikely fishing, and the respective clientele may place a greater
emphasis on fish kept than the average cruise ship passenger. If this were true, the impacts of a bag limit
would vary among charter operations depending on what could be a narrowly defined market from port to
port. Because thereasons for fishing and substitute opportunitiesare different in 2C thanthey arein 3A, the
curvatureof aparticipation ratemodd for Southeast may be quitedifferent fromonefor Southcentral . Public
testimony from members of the commercial and recreational industries suggest that thereis awide range of
opinion about whether Southeast participation rates would be more or less sensitive to changes in target
species abundance or bag limits than Southcentral anglers.

There are allocativeimplications of imposing abag limit that would limit the charter sector to about half of
aproposed GHL. The magnitude of the all ocative aspects depends on how the uncaught fish are distributed
between the commercial and charter sectors. Thedifference between the actual charter harvest inan areaand
the GHL could either be harvested by the commercial sector or banked by the charter fleet, under the range
of alternatives being considered. If the fish are banked thiswould allow the charter fleet to remain under the
GHL for alonger period of time. However, given that the one-fish bag limit reduces the charter harvest well
below the GHL thiswould likely not be an issue for several years. The other option would be to allow the
commercial sector to harvest thefish not taken by the charter sector. This reallocation would increase the
gross revenues of the commercial sector at the expense of the charter fleet. Gross revenues would be
expected to increase for the commercial sector if the bag limitis projected to reduce the charter fleet below
their current harvest levels and the commercial fleet is assumed to face elastic demand. The charter fleet
would be worse off because of the decreased demand for charter trips.
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Regional impactswould also be different acrossboth areasfor given changesin participation. With lessthan
10% of the state population scattered across an area whose population centers are not linked by a road
system, Southeast has a comparatively smaller economy with limited ability for money to cycle localy.
Southcentral, on the other hand, has access to well over 70% of the state population connected via a road
system, as well as activeairfreight hubs. Given these differences, it would be inappropriate to examinethe
local economic significance of Southeast’ s charterboat industry by extrapolating from the Kenai Peninsula
input-output modd.

Boat limit

The Council defined a boat limit as “50% or 100% of a collective bag limit.” Such a boat limit would
institute a collective or “party” limit of halibut harvests that is contrary to current legal definitions of bag
limits, which are defined on an individual angler basis. A boat limit would restrict the number of halibut
legally landed on ahdibut charterboat in agiven day (midnight to midnight) based on the sumof the number
of anglers multiplied by the individual bag limit. If the Council were to adopt such a boat limit, a similar
change would need to be adopted by the IPHC for a change to its regulations.

Under the proposed action, aboat limit would limit the harvest of six anglers on acharterboat, for example,
to a maximum of either 12 halibut or 6 halibut, under the current 2-fish/person/day bag limit. Should the
Council opt to add an option for some level between 50% and 100% of the collective bag limit to, for
example, 10 halibut, alikely scenario isthat anglers would voluntarily limit themselvesto five anglers per
boat, so that all anglers could take home the maximum number of fish allowed under the bag limit..

The premise of the proposed GHL measureisthat the boat limit would act as ade facto bag limit, based on
the Coundil’s definition. The intent of its use would be to enact similar effort controls as projected under
areduction of the bag limit to one halibut (50% of the bag limit) assummarized in Table4.6.6. Contrary to
providing further limitation on halibut charter harvests, however, the option for aboat limit equal to 100%
of the baglimit could result inadditional halibut harvests Currently, anglersarelegally limited to what they
individually harvest (although in practiceit is sometimes illegally ignored). Individuas who are unable to
harvest their bag limit, go home empty-handed. Under a* collective” bag limit, successful fishermen could
harvest the bag limit of less successful fishermen, resulting in more halibut removedthan currently allowed.
Thus, it appears to be aless effective management tool than bag limits for the purpose of reducing charter
halibut removals.

Logbook data matched with average net weight of charter fish by port (Table 3.5(b) and 3.13(b)) isan
estimate of the biomass associated with these foregone fish (Table 4.6.6). These numbers generally agree
guitewell with the estimates from on-siteinterviews. One difference isthat the logbook data were analyzed
to show the amount of the harvest that was made up of al fish in addition to thefirst fish (or "Other fish")
rather than just second fish. This was done because it was not unusual for the number of fish harvested to
slightly exceed twice the number of clientsin the 1998 logbook. ADF& G staff believe that many operators
recorded fish harvested by the skipper or crew but did not record the skipper or crew effort. This could cause
asmall biasin the estimates of the effect of a bag limit reduction, but the bias would be small compared to
other sources, such as uncertainty associated with changes in angler behavior under a one-fish bag limit.

A boat limit would restrict an individual’ s harvest in the same manner as a bag limit, under the boat limit
definition used inthisanalysis. Baglimits considered inthis analysiswereeither one or two fish per person
per day. The boat limits under consideration would result in the same amount of halibut being harvested on
atrip asthe bag limit alternatives. Charter clientswould be allowed to, on average, harvest between one and
two halibut per day. Estimating the economic impacts of this boat limit would simply be repeating the
calculations that were made under the bag limit section, unless some other definition of a boat limit was
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adopted. Therefore, the reader is referred to that section when considering the economic impacts of the
proposed boat limit.

Vessel trip limit

The Council defined a vessel trip limit to be one boat limit in a 24-hr period. Since the boat limit is based
on the bag limit, the analysis for this measure is al so based on the bag limit analysis described in4.6.2.2.1.
The intent of atrip limit would be to prohibit vessel s from making more than one trip each day. Using 1998
SCVL data, only 4% of trips were determined to be the second trip a charter vessel took in a day in both
Areas 2C and 3A.(Table 4.6.12). Multiple day (or overnight) trips that are marketed to allow anglers to
harvest two daily bag limits would be unaffected by a change to boat limits as proposed. Thus, it is not
expected that a vessel trip limit alone will have a significant impact on keeping the fleet below the GHL.
Further, this type of limitation would require a method to monitor trips to ensure conformance to the
requirements, such asacheck-out/check-in requirement. The mandatory charter |ogbooksal so could berelied
upon for compliancemonitoring. If an averagetrip resultsin an average harvest, then avessel trip limit may
result in a harvest reduction of 4%.

Table 4.6.12. Frequency distribution of trips by number of trips per day fished for 1998.
Single 2+

SWHS Area Trip/day Y tripsiday Y Totaltrips | multiday trip
ketchikan 1100 87.03% 164 12.97% 1,264 171
Frince of Whales Island 3717 9451% 216 5.49% 3,933 2848

oy Kake, Petershurg,
‘:; Wirangell, Sitka 1,100 9955% 8 0.45% 1,104 126
E Sitka 4887 97 E60% 120 2.40% 5,007 G493
Juneau 11358 9870% 18 1.30% 1,140 95
Skagway 21 TTT78% B 2222% 27 1]
Haines B2 95.45% 3 455% 513] 1]
Glacier Bay 431 483.40% 7 1E0% 438 92
TOTALZC 12,454 9587% 536 413% 12,980 1,480
rakutat BEY  98.24% 12 1.76% 681 1]
o FPrince William Sound 1,859 9878% 23 122% 1,882 148
f; YWest Cook Inlet 1 100.00% 0 0.00% 1 1]
2 Coaok InletW. of Gare Pt 10,385 9477% 573 A23% 10,958 48
= Cook Inlet E. of Gare Pt 2028 9849% N 151% 2,054 18
kodiak 1,413 97.05% 43 295%% 1,456 124
TOTAL 3A 16,3585 96.00% GE2 4.00% 17,037 a3
unknown 48 87 27T% T 1273% 55 a
TOTAL 16,403 9597% GBS 403% 1T,D92| 1,826

In summary, it is not expected that a vessel trip limit, alone, will have a significant impact on keeping the
charter fleet below the GHL.

Linelimits
In 1983, the Board of Fisheries adopted a sport fishing regulation for Area 2C that states “Not more than

six lines may be fished from any charter vessel.” This regulation was proposed by Southeast residentsto
act as a deterrent to the movement of large capacity charter vessds from Pacific Northwest states to
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Southeast Alaska. The proposal was also supported by the existing charter fleet in Southeast, commercial
user groups, and local residentswho fish from their own vessels. Existing charter businesses supported the
six line regulation because they all had small vessels that carried six or fewer clients & atime and they did
not want the added competition from the larger boatsthat could carry more clients and charge a lesser fee
per client. Commercial groups supported the regulation because they did not want to see large increasesin
the sport charter industry.

In 1997, the BOF adopted acompanion regul ation that stated the maximum number of fishinglinesthat may
be fished from avessel a any onetime that is engaged in charter activitiesisequal to the number of paying
clientson board the vessel. This restriction was placed on charter vessels fishing for all saltwater species
in Southeast Alaska.

Linelimitswouldrestrict the number of lineslegally fished from acharter vessel, but would not limit harvest
of skipper acrew memberson their own. That isbecause under line limits al one, the skipper or crew could
fish when one or more of the clients were not fishing. Options of linelimitsof 4 - 6linesin Area 2C were
approvedfor analysis. Most Area2C charter operatorstypically take 3-4 clientsper trip. A GHL Committee
member suggested that the Council may wish to consder grandfathering vessels who are Coast Guard-
qualified to carry morethan six passengers, but are currently limited under the 6-line State limit. Thislatter
suggestion would be legally problematic, since it might result in conflicting State and Federal regulations.

Optionsof linelimitsof 6 to 26 linesin Area 3A were approved for analysis. In thisarea, the majority of
halibut charters are licensed to carry six passengers, but some vessds can carry 16-20 or more passengers.
A comprehensive lig of vessels and their fishing capacity is not currently available. What follows is an
anecdotal report of the charter vessels with higher client capacity. In Seward, two operators have several
boats capable of carrying 16-26 passengers. Also in Seward, the U. S. Air Force® has three 43-ft boats that
can carry 18-20 passengers, for avariety of bottomfish and halibut fishing excursions. The U.S. Army has
ab4-ft boat that can carry 20-22 passengers and a 40-ft boat that can carry 14 passengers that travel outside
Resurrection Bay where they can target halibut. In Kodiak, most charter vessds are 6-pack boats, perhaps
six are 30 ft boats, and eight are 40ft-50 ft and can carry up to 18 passengers. The Valdez fleet consists
mostly of 6-pack or smaller boats; six boats can take 8-12 passengers.

Because of such differencesin the Area 3A charter fleet, the Council may wish to recognizesdifferencesin
the existing fleet and consider options under the proposed line limit action:

8. A maximum number of lines per vessel could be community-based and designed withina LAMP to
recognize past and present participation of headboat and military charter vessels at specific ports.

9. A maximum number of lines could be set and current charter vessels could be grandfathered at the
maximumnumber of rodsfished, or an average number of rodsfished, or some other formula, asverified
in the ADF& G databases.

Potential changesto restrictionson line limits for Areas 2C and 3A were examined using 1998 SCVL data
for all bottomfishing. A known issue is that many skippers did not understand that they were to record the
maximum number of rods fished at any onetime, so the estimates of the number of rods fished are in some
cases very high (up to 60 rods per boat). Some charter vesselsin Seward (particularly military charters),
however, may take upwards of 20 clientsper trip, and onetrip reporting 27 rods fished on atripwasverified
by ADF&G port samplers. It became obvious that this information was not adequate to estimate the
effectiveness of line limits as atool to reduce halibut harvests.

®Military vesselsarenot considered to be“ halibut charter boats’ and would not be bound by charter regulations. Therefore,
line limits applied only to charter vessels would not apply to these boats.
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A second attempt at determining the effectiveness of line limits indicates there isnot a direct relationship
between line limits and harvest reductions. A number of assumptions would be required to relate line
limitations to vessel operator behavior. Some vessels might take more trips during a day, there could be a
shift to more small vessels, or it might not be economical for some vessels to fish at all. Thus, while line
limits may address local competition issues it may not act as a control for removals.

Table 4.6.13alists bottom fish charter trips, which are being used asa proxy for halibut charter trips since
halibut trips cannot be separatedin the datafrom other bottom fish targets, by port and number of linesfished
in Area 2C in 1998. Because all bottom fish trips are included the number likely overstates the number of
halibut charters taken. Charter vesselsin this area are currently restricted to 6-lines and further restricted
to number of paying passengers under State regulations. The table is designed so that the reader can
determine the number of trips that would have been affected if a change to a specific line limit were
approved. If the Council chose to set amorerestrictive linelimit in Area 2C, to 4-lines for example, 1,642
trips (11% of total trips) would have been affected; an additional 810 trips would have been affected if the
limitwas5 lines; and an additional 43 tripsunder a6-linelimit. Most likely, these trips woul d have occurred
under the new limit depending on the accompanying economics of chartering under such limitation.

Table 4.6.13b lists similar datafor Area 3A. A total of 14,501 trips fished 6 lines or fewer and 4,823 trips
occurred fishing 6 linesin 1998. A total of 1,856 trips would have been affected if a 6-line limit had been

Table 4.6.13a. Frequency of vessel trips by number of rods fished for 1998.
number of trips
Y I3
= 'E L
g g ﬁ & = g 8
£, 31 : Foy o3 !5
To tal Bottom fish _ g 50 2 e :
Rods Ez E E é? ﬁ 5 o § = 2 Ei
1 79 28 33110 35002 2013 302 302 14,634
2 515 572 276 840 257 5 18 130 2,673 2,975 11,961
3 189 958 321 1,042 322 & 12 111 2961 5936 9000
4 459 2,275 557 3,196 602 8 20 241 7358 13204 1,642
3 85 125 114 376 047 43 232 14,126 210
é 51 307 0 241 w1 6 52 767 14,893 43
7-51 9 b] 2 18 32 1 3 43 14936 ]
TOTAL 1,447 4,270 1,373 5,823 1,331 28 66 598 14,936

in place. Other line limits show a declining number of trips affected as the line-limit increases. Public
testimony may provide additional guidanceto the Council on whether linelimits, and at what level, may be
an appropriate management toal to restrict halibut charter harvests.

Prohibit retention of halibut by crew
The Council added consideration of arestriction that would set amaximum number of fishing linesthat may

be fished from avessel that is engaged in charter activities for halibut that isequal to the number of paying
clientson board the vessel. A similar restriction in Area2C was placed on all saltwater charter fishing. The
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Table 4.13b

Frequency of vessel trips by number of rods fished in Area 3A in 1998.

number of trips
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1 5 13 0 49 6 69 142 142 16,516
2 59 181 0 628 68 322 1,258 1,400 15,258
3 141 208 0 1,039 111 298 1,797 3,197 13,461
4 198 416 0 2,406 289 486 3,795 6,992 9,666
5 106 324 0 1,781 288 187 2,686 9,678 6,980
6 129 639 0 3.343 536 176 4,823 14,501 2,157
7 1 47 0 203 23 27 301 14,802 1,856
8 0 65 0 172 34 30 301 15,103 1,555
9 1 56 0 87 15 8 167 15,270 1,388
10 0 85 0 137 27 2 251 15,521 1,137
11 0 12 0 98 44 1 155 15,676 982
12 0 22 0 139 64 2 227 15,903 755
13 0 5 0 59 45 1 110 16,013 645
14 0 10 0 62 52 3 127 16,140 518
15 0 5 0 82 50 0 137 16,277 381
16 0 15 0 91 58 0 164 16,441 217
17 0 5 0 28 17 0 50 16,491 167
18 0 3 0 21 14 0 38 16,529 129
19 0 0 0 14 14 0 28 16,557 101
20 0 1 0 13 33 3 50 16,607 51
21 0 0 0 2 6 0 8 16,615 43
22 0 0 0 5 1 0 6 16,621 37
23 0 0 0 4 0 0 4 16,625 33
24 0 0 0 6 0 0 6 16,631 27
25 0 0 0 4 0 0 4 16,635 23
26 0 0 0 0 0 0 0 16,635 23
27-60 1 2 0 18 2 0 23 16,658 0
TOTAL 641 2,114 0 10,491 1,797 1,615 16,658

GHL Analysis 182 April 29, 2003



Council is only considering measures to restrict halibut charter activities under Alternative 2. Such a
restriction on only halibut, however, may be unenforceable since a crewman could state that he/sheis
targeting salmon or another saltwater species. This may beaddressed by prohibiting any fishing by crew. If
the Council approves line limits for only halibut in Area 3A, a similar line limitation for all saltwater
chartering may need to be submitted by the Council to the BOF for consideration for those species (salman,
rockfish) under itsjurisdictionin Area3A to enhanceenforceability; however, thismay not just bejudifiable
on conservation grounds.

A limit of lines to paying customers only indicatesthat in Area 2C, halibut harvested by crew still totaled
451 fishin 1998 and 2,156 fish in 1999. For Area3A, crew-harvested halibut increased from 1,738 fish in
1998t012,715fishin 1999. An adjustment to thelogbook form placed this question on the standard | ogbook
page in 1999, rather than on the specific crew harvest form used. This is the likely explanation for the
increased report of crew-harvestedhalibutin 1999. Assumingthat the 1999 reportsare morevaidthanthose
in 1998, the associated biomass with the numbers of fish reported in 1999 is (very) roughly 62,650 Ib in
Area 2A, and 266,000 Ib in Area 3A.

Insummary, a6-linelimitiscurrently in placein Area2C. Nearly 90% of Area2C charterstook four clients
in 1998. The Council may wish toconsider thetraditional passenger history of vesselsinArea3A if it adopts
linelimits. Morerestrictive line limitsin each area would contribute to reducing halibut charter harvestsin
each area, by the level of additional restriction placed on each area. This must be balanced against the
economic margin of profitability for vesselsin each area. A decision to limit the number of linesto paying
customers has a precedent in Area 2C, but is applied to all saltwater charter fishing. Expanding such a
restriction to Area 3A may be unenforceable without BOF adoption of a similar restriction on charter
fisherieswithinitsjurisdiction. Another difficulty inpredicting the effect of linelimitsisthat they may result
in aredistribution of anglers fishing from high-capacity vessds to lower capacity vessels. That is, anglers
may avoid goingon avessel wheretheir ability to fish may berestricted. That is, afifth angler would choose
to charter with another vessel under a 4-line limit, rather than have to “wait histurn.”

Annual angler limit

This management measure would restrict the number of halibut retained annually by an individua angler.
Currently, there isa daily bag limit for halibut but no overall annual limit. This action, like line limits on
boats, can beimposed by regulation but will require the participation of enforcement to ensure compliance.

Most charter clientstake either two or four halibut ayear (Figure 4.6.4). A small percentage of avid anglers
exceed four fishin ayear. Thisinformation indicates that annual angler limitswill have lessimpact on total
halibut removals. It may result in significantly impacting the amount of halibut taken by a few fishermen,
but have less impact on total removals because it does not address trip demand by anglers. In 1997, the
Council decided to not pursue haibut possession limits as a separate action from charterboat management.
In April 1999, the Council requested that analysis be brought forward for itsreview during initial review of
this GHL analysis at the December 1999 Council meeting.
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Super-exclusive registration

Super-exclusive regigration would restrict a charterboat registered in one community or LAMP from
operating in another community or LAMPinthesameyear. Thisactionwould redistributefishing effort and
removals but would not be expected to constrain halibut removals. It may, in fact, increase effort and
removals because overcapitalization and overcrowding may motivate a particular charter vessel to relocate
into aless crowded port. Rel ocation of charterboats, however, will not necessarily result inincreased harvest
unless the port they are moving to has excess demand.

Thismanagement measurewould limit theareainwhich avessel could operate. Super-exclusiveregistration
could be season-long (i.e., once avessel registersfor an area, it could only operate in that areafor the entire
season) or only for the duration of the registration (i.e., a vessel can move to another area by changing
registration ared). Although this management measure may have someimpact on harvest levels, its primary
function would be to prevent user conflicts. Its most appropriate applications would bein LAMPs. (i.e,, its
adoption would not achieve the objectives of the proposed action).

The Board of Fisherieshasadopted regul ationsthat define a super-exclusive registration area, an exclusive
registration area, and a non-exclusive registration area. These regulations are used to manage commercial
salmon, herring, and crab fisheriesin Alaska, mainly in western Alaska. The definitions are listed below.

1. Super-exclusive Regidration Area. avessd that has been validly registered to fish for a speciesin a

super-exclusive registration areamay not be used to takethe same speciesin any other registration area
during the same registration year.
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2. ExclusiveRegistration Area: avessel that hasbeenvalidly registeredtofish for aspeci esinan exclusive
registration areamay not be used to take the same speciesin any super-exclusive registrationareaorin
any other exdusive registration area during the same registration year.

3. Non-exclusive Registration Area: avessel may be registered to take the same species in one or more
non-exclusive registration areas and may be registered to take the speciesin one exclusive registration
area, but may not be used to take the same species in any super-exclusive registration area or in more
than one exclusive registration area during the same registration year.

These various registration area definitions have been used in management of commercia salmon, herring,
and crab fisheriesto prevent larger, faster vessel sthat aremore efficient in harvesting frommovingfrom one
area to another during the peak of the seasons. This management tool works well with the more mabile
commercial fishing fleets because they are not closely tied to asmany shore-based infrastructurefacilities.

Charter vessd sare more closely tied to aspecific homeport dueto the natureof their business. In most cases,
they have to advertise and book clientswell in advance of the actual charter trip. Clients must make travel
plansto aspecificlocation, reserve hotel roomsat specifictowns, etc. Charter businesses usually operate out
of asingle port where they have berthing reservations and have arranged |and transportation for their clients
to travel to and from the charter trip.

For example, in Area2C during 1998, 78% of the activecharter vesselsreported one port of landing for the
entireyear, and 12% of the active vessel s reported two ports of landing. The remaining 8% reported landing
at three or more ports during the year.

In summary, super-exclusive registration for the sport charter industry would have very little effect on the
current operating behavior of thesefleets. Charter harvest will not increasewithout increased client demand,
regardlessof whether charterboat movement is constrained. Super-exclusive registration regulationswould
not be an effective tool in restricting halibut harvest but could be an important tool when utilized as part of
local area management plans (LAMP) to address other issues such as competition or gear conflicts.

Sport Catcher Vessel Only Area

A Sport Catcher Vessel Only Area (SCV OA) hasbeen proposed to protect locally designated areasfor sport
(charter and non-charter). It would redistribute fishing effort but is unlikely to reduce halibut removals. It
may be avalid management tool to be included withina LAMP.

IPHC staff have suggested adding asimilar alternative that would create specific fishing zonesfor different
user groups. This approach could also be applied in the local area management plans. This option, similar
to super-exclusive registration, would reduce user conflicts more than reduce harvest. Enforcement and
monitoring would be the primary implementation concerns.

Sportfish reserve

The sportfish reserve was proposed by the charter industry asareward program for past foregone halibut and
isintrinsically linked to interpreting the GHL as an alocation. Under areserve, in years when the charter
fleet would not catch the amount allowed under the currently defined GHL, foregone charter halibut is de
facto “granted” to the directed IFQ fishery in exchange for a possible future return grant to guarantee the
charter season and bag limit for economic stability in the fishery. Under this action, unused allocations of
halibut to the charter sector which are absorbed by the commercial sector would be conceptudly reserved
for future reallocationsto the charter sector from the commercial sector in years of lower abundance when
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the GHL would bemet. In such times, additional allocation to the charter sector would likely be reall ocated
from the commercial sector, so as not to allow removals above recommended levels.

The halibut sportfish sector has been limited to a two-fish bag limit since 1974. Charter representatives
maintain that charter harvest should not be reduced lower than needed to maintain the bag limit and season
even under decreased halibut abundance. Theindustry hasbeen willingto maintain the current baglimiteven
intimes of greater abundance (asiscurrently thecase). Inreturn, the fleet isrecommending that the Council
implement the sportfish reserve. Effectively, the reserve is an aternative to the GHL concept since it
eliminatesthe GHL inyearswhenit would beinvoked by ‘reserving and returningto theindustry previously
unharvested fish. Under the GHL, the commercial sector would gain in high quota years, but would lose
some allocationinlow quotayears. If and whenthe halibut stock abundance declinesto historical lows, then
both sectors would be reduced. It is possible that faced with conservation concerns, season length and bag
[imits might then be affected.

The sportfish reserve, which has been linked with the April 1999 Alternative 2, to convert the GHL to an
allocation, may have negative biological impactssinceit likely would be invoked to increase charter halibut
removalsduring years of lower halibut quotas due to lower halibut abundance. However, thisimpact would
bemitigatedif thereserveamount wasredirected fromthecommercial sector’ sallocation, and not in addition
to the commercial and charter quota. IPHC staff strongly recommends against harvest in addition to the
guota. In years when the GHL isreached, it is effectively an allocation of 12.35%, under one option, of the
combined commercial and charter halibut quotasfor Area2C, andtheresultant commercial allocationwould
be87.24%. If these specificallocations areset inregul ation, the |PHC or the Council would belegally unable
to deviate from these all ocations and the sportfish reserve could not be coupled with the GHL . However, the
Council could recommend regulationswith conditional allocationsandaset formulafor redirecting aportion
of the commercial allocation to the charter sector, for the year(s) subsequent to when the GHL is exceeded.

The reserve concept recognizes that uncaught fish are not available as a unique quantity in future years.
Instead, what is available is the yield associated with the uncaught biomass, i.e., some principal is being
savedandwhat is availablein futureyearsistheinterest onthat saved principal. If the stock biomass declines
infutureyears, theavailableyield will declinein proportion andtheyield forgonefrom previousyears, when
stock biomass may have been higher, will not be available as a simple add-on to the current year's yield.
Specifically, no yield in excess of the present year's esimated total yield will be available for harvest.
Changesinwhat isto be made availableto aparticular sector in agivenyear must comethrough reallocation.
The IPHC staff will not recommend extra halibut harvest above the quotas set during its annual meeting.
Thus, thereserve must come fromthe combined sport-commercial quota. The Council canset theallocations
asfixed percentages, or floating percentages (conditional allocation), or can set an unallocated portion of the
combined quota for realocation. IPHC staff will not support an open-ended grant of hdibut from the
resource above the combined quota.

The GHL Committee recommended applying similar language to the halibut fishery as appearsin Alaska
State regulations to define a salmon reserve. |f approved by the Council, such language might read, “If the
charter halibut fishery falls short of the minimum needed to maintainthe current bag limit and season length
under the GHL, the subsequent year’ s commercial fishery quotawill be adjusted lower to allow the charter
fishery to continue fishing.”

If the sportfish reserve banked the difference between the GHL and the amount of halibut taken in ayear,
Table 4.6.14 shows the difference between when the GHL measures would go into place with and without
a banking of halibut under a sportfish reserve. The fish that accrue towards a sport fish reserve is the
difference between the GHL and the amount of halibut taken by the charter fleet in ayear. The top section
of the table shows the projections when the charter fleet is expected to grow at 6.4 percent per year. The
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bottom section shows a growth rate of 3.2 percent per year. The two columns under the “Amount under
GHL"” heading report the pounds of halibut the charter sector was under the GHL based on 125 percent of
the 1998 hali but charter catch. When the numbers become negative, the charter fleet has exceeded the GHL .
Thetwo columnson thefar right report the amount of halibut that areinthe“ Reserve”. Usingthe 6.4 percent
growth section of the table as an example, without the reserve, GHL measureswould go into placein 2001.
With thereserve, the GHL wouldnot go into placeuntil 2003. Under the slower growth rate the GHL would
go into place in 2004, with no banking of fish. However, if halibut were banked the GHL measures would
not begin until sometime after 2005.

In summary, the sportfishreserve appearsto bethe antithesis of the GHL, inthat it would providefor halibut
to be reallocated from the commercia sector to the charter sector, once the GHL is reached or exceeded.
Implementation of such a banking concept would ultimatey nullify any effect of the GHL in constraining
halibut charter harvests.

Table 4.14. Projection of when the sport fish reserve would be depleted.

Projected increases using 6.4% overall increase in total sport harvests (in M Ib)

Amount under GHL Amount in Reserve

Year 2C 3A 2C 3A

1998 441,750 809,598 441,750 809,598
1999 277,843 497,684 719,593 1,307,282
2000 102,937 164,761 822,530 1,472,043
2001 (83,676) (190,526) 738,854 1,281,518
2002 (282,751) (569,619) 456,103 711,899
2003 (495,090) (974,052) (38,987) (262,153)
2004 (721,547) (1,405,458) (760,534) (1,667,611)
2005 (963,032) (1,865,574) (1,723,567) (3,533,184)

Projected increases using 3.2% overall increase in total sport harvests (in M 1b)
Amount under GHL Amount in Reserve

Year 2C 3A 2C 3A

1998 441,750 809,598 441,750 809,598
1999 364,502 663,332 806,252 1,472,930
2000 284,575 511,958 1,090,827 1,984,888
2001 201,881 355,310 1,292,708 2,340,198
2002 116,329 193,214 1,409,037 2,533,412
2003 27,827 25,492 1,436,864 2,558,905
2004 (63,723) (148,040) 1,373,141 2,410,864
2005 (158,420) (327,574) 1,214,721 2,083,290

Rod permits

A rod limit currently exists in State regulations for Southeast Alaska: 1 rod per person; 6 rods per boat; up
to 6 lines/vessel; limited to the number of paying clients such that the maximum number of fishinglinesthat
may be fished from avessel engaged in sport fishing charter activities is equal to the number of paying

GHL Analysis 187 April 29, 2003



clients on board the vessel. Washington State has an angler permit program, which employs an equation
using avessel’ sdimensions ( length X breadth) to determine the number of rodsthat could befished. Based
on their formula, a 6-pack vessel limited to 6 persons could have more than 6 rods. The GHL Committee
identified perhaps 50 vessd s that could upgrade under this type of program. The committee recommended
that the Washington program would be a more useful management tool under license limitation. Thereis
not a rod permit program in Oregon as was discussed earlier in Council testimony. This alternative is
complicated and has enforcement difficulties.

Possesson limits

Option A. Redefine the current halibut possession limit in Areas 2C and 3A equal to two daily bag
limitsto require that the possession limit isin effect until all affected halibut are processed
at the angler’ s place of permanent residence.

Option B. Redefine halibut possession limits such that they al so apply onland adjacent to convention
waters off Alaskain Areas 2C and 3A.

In February 1997, the Council initiated an analysis of halibut possession limitsin coastal waters off Alaska
(NPFMC 1998). The Council’ s original consideration of the possession limit was aresult of three requests:
(1) an ALFA proposal to limit charterboa harvest and ultimately harvest beyond the needs of individual
anglersand their families and the subsequent saleof sport-caught fish, (2) aValdez Charterboat Association
proposal to increase the sport bag and possession limit, and (3) amotion by the Washi ngton representati ve
to the Council to have Federal possession limit regulations off Alaska (Areas 2C through4E) tomirror State
of Washington regulationsfor Area 2A. Option A addressesthefirst issue. Thesecondissueisnot included
inthisanalysissinceit is counter to the proposed action. Option B addressesthethird issue in that a Federal
regulationisneeded both onland and at-seafor NMFSand the U.S. Coast Guard toenforce possession limits
in Alaska.

Option A

In December 1999, the Council requested that staff incorporate the 1997 possession limit analysisinto this
analysis. Option A is proposed to address the need to limit charter haibut harveststo below the GHL in
Areas 2C and 3A. Limited data is available from State or Federal agencies to analyze the effects of the
proposed option. However, the analysis of proposed annual angler limits indicate most fishermen harvest
between 2 and 4 halibut in a year.

Current Federa and State regulations for bag (2 halibut) and possession limits (2 bag limits) are identical
and allow sport (charter and non-charter) anglers to retain halibut within the state or to export any number
of processed halibut as long as they were taken legally. The term “ processed” means that halibut must be:
cooked, canned, smoked, salted (minimum salting of 20% of the weight of the fish), dried, or frozen.
“Preserved” means fish prepared in such amanner, and in an existing state of preservation, as to be fit for
human consumption after a 15-day period, and does not include unfrozen fish temporarily stored in coolers
that contain ice, dry ice, or fish that are lightly salted. Once a halibut bag or possession limit is processed,
an angler has zero halibut in possession.

Whilethere isastrong element of recreational enjoyment to sport fishing, many fishermen also ‘ sport’ fish
for halibut to feed their families. At the time of this analysis there isno Federal allowancefor subsistence
fisheries for Pacific halibut, although the Council is scheduled to take final action on an analysis to create
a‘subsigence’ category. Estimatesof sport halibut harvest may include, to an unknown extent, halibut taken
on rod and reel for subsistence. Data presented in the EA/RIR for Creating and Defining a Halibut

GHL Analysis 188 April 29, 2003



Subsistence/Personal Use Fishery Category (1997) indicates an average consumption of 17.6 Ib of halibut
per rural resident. Subarea consumption ratesvary (2A - 26 |b; 3A - 14.51b; 3B - 22.51b; Area4A-D - 44.5
Ib; and Area 4E - 3.3 Ib). Assuming consumption rates based on the needs of rural residents and that an
angler isfeeding afamily of four, the current four fish possession limit appears to be adequate (average of
30lbinArea2C and 19.31bin Area3A). Itisnot likely that non-resident anglers who incur the expense of
traveling to Alaskato sport fish are reliant on those fish tofeed their families. Note that the proposed action
would only apply to halibut harvested on charterboats in Area 2C and 3A. Enforcement aspects of the
proposed measure will be discussed in greater detail in Section 4.6.3, but in general enforcement will be
problematic in determining the number of halibut from potentially canned and filleted/frozen fish.

Under Option A, Area 2C and 3A charter anglers may not possess more than four halibut that are not
processed and stored at their place of permanent residence. This requirement would be aimed at preventing
charter anglersonly in thosetwo areasfromexceeding the four fish limit during any onetrip away fromtheir
place of permanent residence. Changing the possession limit may not by itself: 1) reduce charter harvest to
below the GHL once it has been reached, or 2) prevent the illegal sale of sport-caught halibut, although it
may reducethe volumeof sale. If the Council approves Option A, it may wish to initiate another regul atory
amendment for similar changes to regulations governing Area 3B-4E to make possession limits condstent
across the state and for all halibut sport anglers.

Option B

Option B wasrequested to beincorporated into this analysisduring the December 1999 meeting asit relates
to constraining halibut charter harvest under a GHL. It addresses alack of clarity in the Federal regulaions
regarding “where” the possession limit regulation applies.

A brief review of theenforceability issuefollows. NOAA General Counsel Alaska Regional Officestaff has
opined that Federal halibut possession limits off Alaska may not have the force of law on land and may be
enforceable only at-sea. Current Federal regulations stipulate only that the possession limit on the water is
the same as two daily bag limits and do not address possession limits on land. Section 23(7) of the Pacific
Halibut Fishery Regulations (64. Fed. Reg. 13519 (March 19, 1999)), providesthat “[t]he possession limit
for halibut in the waters off the coast of Alaska istwo daily bag limits.” That contrasts with the possession
limitsfor halibut in Area 2A, which expressly limit possession “on land” as well as on the water.

Possession limitsimplementedthroughthe Area2A (Washington, Oregon, and California) catch sharingplan
(CSP) areimplemented for land and sea (FR 13519). These possession limits gpply to all halibut possessed,
regardiess of the condition of the fish (eg., frozen, fresh). The Pacific Council sets a direct allocation to
halibut sport anglersand possession limits areintended in this case to better distribute the all ocation among
sport anglers and allow for longer seasons because the quotawould not be achieved as quickly (Scordino,
pers. commun.).

10. The possession limit for halibut in the waters off the coast of British Columbia is three halibut.

11. The possession limit for halibut in the waters off the coast of Washington, Oregon, and California is the
same as the daily bag limit.

12. The possession limit for halibut on land in Area 24 north of Cape Falcon, OR is two daily bag limits.

13. The possession limit for halibut on land in Area 2A south of Cape Falcon, OR is one daily bag limit.

State of Alaska possession limits goply a-sea and on land. In dl waters off Cdifornia, Oregon, and
Washington, all sport fishing is managed on a‘port of landing’ basis. Washington Department of Fish and
Wildlife possession limit for halibut is two daily limits in any form, except only one limit while aboard a
vessd. Oregon Department of Fish and Wildlife regulations limit an angler to one halibut > 32 inches per
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day when fishing north of Cape Falcon. The baglimitisonehalibut > 32 inches and one halibut > 50 inches
for south of Cape Falcon to the California boundary. The Oregon halibut possession limit is equal to one
daily bag limit. Off the California coad, the daily bag limit is one halibut > 32 inches.

Option B is not identified as a measure that would necessarily be effective at reducing charter halibut
harvests to below the GHL by itself, but in combination with Option A would clarify where and when the
possession limit wasin effect. Again, both Options A and B apply only to charter anglersin Area2C and 3A
and the Council may wish toinitiatea separate regul atory amendment to apply to all sport anglersinal IPHC
regulatory areas if it approves those options. If the Council does not approve those options, the issue of
enforceability of the current IPHC regulations for possession limitsin and off Alaska still remains.

46.22.3 ISSUE 3 Varying halibut abundance.

Option 1:  Status quo. The GHL fixed percentage varies on an annual basis with areahalibut
abundance. (Thisisthe current GHL approach adopted by the Council in 1997.)

Option 2:  Reduce area-gpecific GHL ranges during years of significant stock decline.

Suboption1:  Reduceto 75-100% of base year amount whenthe charter allocationispredicted to
exceed a specified percentage (options: 15, 20, or 25%) of the combined
commercial and charter TAC.

Suboption2:  Reducearea-specific GHL by aset percentage (options. 10, 15 or 20%). The trigger
for implementing the reduction would be based on total removals and would be
IPHC area-specific:

Area 2C trigger Area 3A trigger
4 million b 10 million Ib
6 million 100b 15 million b
8million Ib 20 million Ib

or an amount proportionate to the reduction in abundance (indicated by the CEY)

Theissue of adjusting the GHL range during years of low abundance becomes moot if the Council chooses
to set the GHL asafixed percentage. Therefore, if the Council adopted Issue 1 Option 1, then Issue 3 Option
1 (no action) automatically would be adopted as the Council’ s preferred option.

Alternatively, if the Council adopted the GHL as a fixed range (Issue 1 Option 2), then the Council must
decide whether and how to apply that range in years of low halibut abundance. The Council could have
adopted the no action option or either of the two suboptions under Option 2.

Option 2, Suboption 1 proposed to reduce the GHL by 25% ([ X - 125%X fish] to [75%X - X fish]) when
the GHL exceeded 15%, 20%, or 25% of the combined charter/commercial quota during years of varying
abundance. The suboption linked the combined quotain pounds to the range of fish in numbers.

Table 4.6.15 lists three suboption triggers and the combined quota and commercial quota associated with

each of those triggersfor both base years and areas. For Area 2C, the fixed range of fish associated withthe
1995 base year (50 - 62 thousand fish) would be reduced to 38 - 50 thousand fish when the combined charter
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Table 4.6.15 Issue 3 Option 2 Suboption 1 triggers for reducing GHL range by base year

AREAZ2C
options | 1995 base commercial combined | 1998 base commercial combined
015 1.43 5.74 B A7 2.21 10.31 12.52
02 1.23 3.64 492 2.2 B.63 B5.84
0.25 1.23 248 389 2.2 4432 5.B3
AREA 34
options | 1995 base commercial combined | 1998 base commercial combined
015 0.99 4 /2 5 81 1.77 8.25 0.0
02 0.9y 297 348 1.7 5.3 7063
0.25 0.95 1.98 247 1.47 4.534 5.301

and commercial quotawas6.97 M |b under the 15% suboption, 4.92 M |b under the 20% suboption, and 3.69
M Ib under the 25% suboption.

For the 1998 base year, the fixed range of fish associated with the 1995 base year (54 - 68 thousand fish)
would be reduced to 46 - 54 thousand fish (Table 4.6.16a) when the combined charter and commercial quota
was 12.52 M |b under the 15% suboption, 8.84M Ib under the 20% suboption, and 6.63 M |b under the 25%
suboption.

For Area 3A, the fixed range of fish associated with the 1995 base year (138 - 172 thousand fish) would be
reduced to 104 - 138 thousand fish (Table 4.6.16b) when the combined charter and commercial quota was
5.61 M Ib under the 15% suboption, 3.96 M |b under the 20% suboption, and 9 3.6 M Ib under the 25%
suboption.

For the 1998 base year, thefixed range of fish associated with the 1995 base year (143 - 179 thousand fish)
would be reduced to 107 - 143 thousand fish (Table 4.6.16b) when the combined charter and commercial
guotawas 10.01 M Ib under the 15% suboption, 7.07M |b under the 20% suboption, and 5.30 M |b under the
25% suboption.

Table 4.6.16(a). Suboption 1 GHL reductions for Area 2C and 3A based on 1995 base year.

With a 1995 base year, the fixed range in numbers of fish under consderation in this analysis are
Current GHL range, 4o equals 50 - 62 thousand fish in 2C and 138 - 172 thousand fish in 3A

When the trigger is exceeded:
GHL range, s reduced to 38 - 50 thousand fish in 2C and 104 - 138 thousand fish in 3A
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Table 4.6.16(b). Suboption 1 GHL reductions for Area 2C and 3A based on 1998 base year.

With a 1998 base year, the fixed range in numbers of fish under consderation in this analysis are
Current GHL range, 4o equals 54 - 68 thousand fish in 2C and 143 - 179 thousand fish in 3A

When the trigger is exceeded:
GHL range, 4o reduced to 46 - 54 thousand fish in 2C and 107 - 143 thousand fish in 3A

Option 2, Suboption 2 proposes to reduce area-specific GHLs by a set percentage (options: 10, 15 or 20%)
during years of low halibut abundance. The trigger for implementing the reduction would be based on total
removals and would be IPHC area-specific:

Area 2C trigger Area 3A trigger
4 million b 10 million Ib
6 million Ib 15 million Ib
8 million lb 20 million 1b

or an amount proportionate to the reduction in abundance (indicated by the CEY)

In the mid-1970s the halibut stock was depressed after a number of years of low recruitment and high
exploitation rates, including some years of high bycatch. The IPHC reduced commercial quotas to rebuild
the stock. The lowest totd removalswere4 M lbin Area2C and 12 M Ibin Area3A. Typicd levels of tota
removalswould be 10 M |bin Area2C and 25-30 M Ibin Area 3A. All halibut removalstotaled 13.7 M |b
in Area2C and 34.7 M |b in Area 3A in 1998 (Table 3.1).

Therefore, of the proposed areatriggers, thelowest |evelsmatch the lowest total removals ever recorded and
stocks associated with those levels could be considered depressed. The highest proposed triggers are
approximately 20% below ‘typical’ levelsof total removals. The intermediate triggerswould be somewhere
in between. The proposed trigger level stherefore represent reductions of 70%, 56%, and 42%, respectively,
from peak (1998) removals for each area.

The intent of the additiona trigger level (“or an amount proportionate to the reduction in abundance
(indicated by the CEY)”) isto link aproportionate reduction of an area-specific GHL range with that of the
area-specific CEY determined in the IPHC halibut stock assessment. Staff interprets the time frame to be
from one year to the next, that is, compare the 2001 CEY to the 2000 CEY and adjust the range of fish
proportionateto that changein CEY, if the change was negative. A positive changein CEY swouldnot result
in a proportionate increase in the range of fish.

Under this suboption, the GHL range of fish would be adjusted by the declinein CEY . Historical CEYsare
presentedin Table 1; however, the 1999 CEY reflectsthe IPHC’ scurrent understanding of stock abundance
and recruitment. The Area 2C total CEY was reduced by 34% between 1999 and 2000. The Area 3A total
CEY was reduced by 40%.

Toillustrate its effectiveness, aproportionate reduction to the range of fish by area would be:

For Area 2C, the fixed range of fish associated with the 1995 base year (50 - 62 thousand fish) would be
reduced to 33 - 41 thousand fish. This compares to 38 - 50 thousand fish when the combined charter and
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commercia quotawas 6.97 M Ib under the 15% suboption, 4.92 M b under the 20% suboption, and 3.69 M
Ib under the 25% suboption.

For the 1998 base year, thefixed range of fish associated with the Area 2C 1995 base year (54 - 68 thousand
fish) would be reduced 40 - 50 thousand fish. This compares to 46 - 54 thousand fish when the combined
charter and commercial quotawas 12.52 M |b under the 15% suboption, 8.84M Ib under the 20% suboption,
and 6.63 M |b under the 25% suboption.

For Area 3A, the fixed range of fish associated with the 1995 base year (138 - 172 thousand fish) would be
reduced to 83 - 103 thousand fish. This comparesto 104 - 138 thousand fish when the combined charter and
commercia quotawas 5.61 M |b under the 15% suboption, 3.96 M |b under the 20% suboption, and 9 3.6
M b under the 25% suboption.

For the Area 3A 1998 base year, the fixed range of fish associated with the 1995 base year (143 - 179
thousand fish) would be reduced to 93 - 116 thousand fish. This comparesto 116 - 138 thousand fish when
the combined charter and commercial quotawas 10.01 M Ib under the 15% suboption, 7.07 M |b under the
20% suboption, and 5.30 M |b under the 25% suboption.

Applying triggers in combination

Theintent of Issue 3, Option 2, Suboption 1 isto reduce the GHL range set at 100% and 125% of abase year
determined by the Council to anew GHL range set at 75% and 100% of the base year. Thisrange reduction
would occur when the charter allocation (harvest) is predicted to exceed a specified percentage (either 15,
20, or 25%) of the combined commercial and charter TAC.

This suboption is not tied to overall halibut abundance. It is "triggered” when the charter harvest exceeds
some percentage of theoverall combined commercia and charter TAC. This could potentially occur at any
level of overall abundance based on harvest characteristics of the two user groups in a given year.

Theintent of Issue 3, Option 2, Suboption 2 isto reduce the GHL range by either 10, 15, or 20% when total
removalsin an areadeclineto certain levels (4, 6, and 8 million poundsin 2C; 10, 15, and 20 million pounds
in 3A). The Council could choose to reduce the GHL range (using 2C as an example) by 10% when total
removal s declined to 8 million pounds, by 15% when total removals reached 6 million pounds, and by 20%
when total removal sdropped to 4 million pounds. The Council could d so choose other percentages by which
to reduce the GHL range at the three levels of total removals.

This suboption is directly tied to overall halibut abundance. If total removals remained above 8 million
poundsin 2C and above 20 million poundsin 3A, this suboption would not be "triggered” and there would
be no regulatory action to reduce the GHL range.

The Council could choose to adopt both suboptions with the intent that they operate independently of each
other. If thisis the case, four potential scenarios exist.

1. The charter harvest remains bel ow the "trigger" percentage established in Suboption 1 andtotal removals
remain above the "trigger" levels in Suboption 2: No reductions to the GHL range mandated by either
suboption.

2. The charter harvest rises above the "trigger" percentage established in Suboption 1 but total removals

remain above the "trigger” levelsin Suboption 2: The GHL range would be reduced to 75 and 100% of the
base year.
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3. The charter harvest remains below the "trigger" percentage established in Suboption 1 but total removals
drop below the "trigger" levelsin Suboption 2: The GHL range would be reduced by either 10, 15, or 20%.

4. Thecharter harvest risesabovethe"trigger" percentage established in Suboption 1 and total removal sdrop
below the"trigger" levelsin Suboption 2: The GHL range would be reduced to 75 and 100% of thebaseyear
and it would be further reduced by either 10, 15, or 20%.

Suboptions1and 2 reducetheGHL rangeat very differentlevelsof abundance. Suboption 1 could be applied
at levels of charter harvest at or near current levels, depending on whether 1995 or 1998 is adopted as the
base year (Table 4.6.16aand b), as described above. This occurs because the trigger level for reducing the
GHL rangeisset near the percentage from which theGHL rangeis converted. In contrast, Suboption2 would
not trigger reductions in the range until total harvests had been reduced by 42-70%, depending on the
Council’s preferred alternative. Three choices areincluded in the analysis for levels to reduce the range,
depending on the base year (Table 4.6.17aand b).

Table 4.6.17(a). Suboption 2 GHL reductions for Area 2C and 3A based on 1995 base year.

With a 1995 base vear, the fixed range in numbers of fish under consideration in this analysis are:
Current GHL range,qo; equal to 50 - 62 thousand fish in 2C and 138 - 172 thousand fish in 3A

When the trigger is exceeded:

GHL range,yo; reduced by 10% to: 45 - 56 thousand fish in 2C and 124 - 156 thousand fish in 3A
GHL range,yo; reduced by 15% to: 43 - 53 thousand fish in 2C and 117 - 147 thousand fish in 3A
GHL range,yos reduced by 20% to: 40 - 50 thousand fish in 2C and 110 - 138 thousand fish in 3A

Table 4.6.17(b). Suboption 2 GHL reductions for Area 2C and 3A based on 1995 base year.

With a 1998 base vear, the fixed rangein numbers of fish under consideration in this analysis are:
Current GHL range,qo equal to 54 - 68 thousand fish in 2C and 143 - 179 thousand fish in 3A

When the trigger is exceeded:

GHL range,yo reduced by 10% to: 49 - 61 thousand fish in 2C and 129 - 161 thousand fish in 3A
GHL range,ys reduced by 15% to: 46 - 58 thousand fish in 2C and 122 - 152 thousand fish in 3A
GHL range,y reduced by 20% to: 43 - 54 thousand fish in 2C and 114 - 143 thousand fish in 3A

46.2.24 |ISSUE4: GHL or dlocation

Option 1:  Under a GHL and the current IPHC setline quota formula, halibut not harvested by the
charter fleet in one year are rolled into the commercial setline quotathe following year.

Option 2:  Unharvested halibut would remain unharvested under a direct dlocation to the charter
sector.
Suboption: unharvested halibut banked in a sportfish reserve

Option 1 istied to the Council’ s interpretation that the GHL is a target against which the level of charter

harvests are gauged to determine if management measures need to be invoked to further constrain those
levels. The current IPHC procedure for calculating the commercial setline quotasis described in Section
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4.6.2.1. No change to quota setting would occur. Halibut charter harvests would be deducted along with all
other non-commercial removalsfrom the CEY; the remainder could be set as the commercial setline quota.
Under Option 1, thedifferencein halibut that could be harvested by charter anglers under the GHL and what
isannually harvested, would in effect “roll over” to the commercial sector at the start of the season.

Option 2 isdistinct from Option 1 in that as an alocation, the commercial sector would not accrue the full
benefit of any unharvested GHL halibut in the subsequent year. While the overall CEY will likely be higher
because fewer removals occurred, the commercial sector would be constrained by its alocation percentage
that will be adopted by the Council. As an example, the Council could set the GHL in Area2C as afixed
percentage equal to 12.35% based on 1995 charter removals. Under Option 2, the Council could “allocate’
12.35% of the combined charter/commercia quotato the charter sector. That percentage is the amount up
to which charter anglers could harvest halibut, without triggering constraining management measures.
However, with the assumption that the Council does not in fact intend to close the charter fishery in-season,
charter anglers could exceed its GHL for one, and possibly two seasons, before congraining measures
implemented in a subsequent season result in a reduced charter harvest.

The remaining 87.24% would be allocated to the commercial sector and would be the legal limit for
commercial landingsinthat area. Option 2 would further constrain the commercial fishery by the additional
reduction of its quotafromthose unharvested fish that are not assigned to that sector. Under the 2C example
for this option, the commercial sector would have foregone an additional 256,000 Ib in 1995, had the GHL
been in place.

The next issue under Option 2 considered by the Council is whether the unharvested halibut should accrue
conceptually in asportfish reserve. Charter sector proponentsof “banking” unharvested fishinsuch asystem
have defined the reserve such that unharvested fish would not accrue “pound for pound” in the reserve, but
that the sector would get a credit for those unharvested fish whenthe GHL is constraining their clients. This
systemisdiscussedinmoredetail in Section 4.6.2.2.2, butin summary, asportfish reserve negatesthe effects
of aGHL by “reallocating” additional hdibut to the charter sector when that sector’ sharvestswould exceed
the GHL and trigger constraining management measures. This redlocation would be redirected from the
commercial quota, an outcome which would be inconsigent with the Council’s stated objectives of this
action.

4.6.2.25 |Implementation Strategies

It isessential that the Council adopt a strategy that is implementable and cost effective, allows for the use
of the begt availableinformation, and providesfor adaptability. Three dgnificant questionsexist with regard
to implementation of any halibut charterboat GHL option considered by the NPFMC. These are:

1. What information will be used to assess harvest?

2. How will specific management measures be selected and implemented?

3. How should the management objective for harvest be stated?

Harvest Estimation: At the present time, several data collection programs are fielded by the Alaska
Department of Fish and Game to assess charter fishery performance including:

1. Statewide Mail Survey. Thismail survey isusedto estimate sport fishing and harvest on astatewidebasis.
Withintheseestimatesareestimatesof thecharter and non-charter recreational harvest andrel ease of halibut.
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2. Statewide Guide Registration. This statewide regigtration program is used to track the number of sport
fishing guides and guide business that are operating in Alaska’ s fresh and marine waters annually. Within
this database are the number of busnesses and guides that target halibut.

3. Statewide Marine Logbook. Thislogbook provides estimatesof recreational effort and harvest on marine
charters operating off the coast of Alaska. Included are estimates of halibut harvests and participation by
chartersin the halibut fishery. Asnoted earlier in this analysis, the State discontinued its logbook program
in 2001. NMFS s currently in the process of developing an alternative data collection program. This
program has not yet been developed, but islikely to incorporate alogbook reporting system.

4. Port Sampling. This program provides estimates of the average size and age of recreationally-caught
halibut in the major portsof landing in Areas 2C and 3A.

5. Creel Surveys. The Division usescreel surveysin select areasto estimate recreationd effort and harvest.
One such survey is used to estimate king salmon harvest in Southeast Alaska. This survey also provides
partial estimates of halibut harvest. Similar surveys areused selectively in Southcentral Alaskaand provide
partial estimates of halibut harvest.

Each of these programs has strengths and limitations. Creel surveys provide val uabl e firsthand observations
of the fishery but they are very expensive and lack full geographical coverage. Port sampling provides
biological information and important fishery statistics including areas of landings and fishing effort, but is
expensive and doeslittleto help assesstotal areaharvest. The Statewide Mail Survey, apost-season survey,
isalong time series data set that provides excellent geographical coverage and is reasonably accurate and
cost effective, but the estimates of harvest are not available for up to one year after the fishing season in
guestion. In total, the Alaska Department of Fish and Game currently spends about $300,000 to $350,000
annually in these programsto collect information on the halibut sport fishery. Thedevelopment of aseparate
data collection program by NMFS will aid in the ability to

monitor the guided recreational fleet in atimely manner.

Table 4.6.18. Estimated percentage of total

Becauseno specific management programhasbeenin effectfor harvest reduction by month obtained by
the halibut charter fishery, it should be recognized that none of implementing a 1-fish bag limit in
these assessment programs have demonstrated utility under the Areas 2C and 3A during 1998 and

all ocation/management optionsunder consideration. Until such 1999.
time as each tool’ s utility is proven, it will be necessary for Area NV onth 1008 1005
harvest estimates to be based on an aggregation of the best

available information. 2C May 2 1
June 12 10
Management measure selection: The Council hasidentified 11 JAulljéu o 13 ij
management measurestha couldbe used to adjust harvest inan September 1 1
effort to mantain the charter fishery within the allocation Total 39 40
provided under aGHL or other harvest allocation plan. These
are: line limits, boat limits, annual angler limits, vessel trip 3A May 5 4
limits, bag limits, super-exclusive registration, sport catcher June 14 13
vessel only areas, sport fish reserves, rod permits, possession July 17 16
limits, and restrictions on retention of halibut by skipper and August 7 10
crew. September 1 2

One measure would temporaly adjust bag limits pre-season.
This option was not considered in the public review draft
EA/RIR/IFRA distributed on January 10, 2000. It was generally discussed by the Council during their
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deliberations of thisissue and is being recommended by the State as another management optionfor Council
consideration. Based on the ADFG logbook program, it is estimated that enactment of aone- fish bag limit
during specific periods of the open season could potentially reduce harvest 1% to 45% in Areas 2C and 3A
(Table 4.6.18). Smaller reductions would berealized by limiting the bag limit to one during May and June
with larger reductions being realized by limiting the bag limit to one during the peak months (June, July, or
August) of thefishery (Figures4.6.5 and 4.6.6). A total season restriction of the bag limit to 1 would reduce
harvest by about 40% in Area 2C and 45% in Area 3A.

Determining the best management measure, or combination of measures, to use should be based on the best,
most current information available. For this reason, it is preferable to make a list of tools available to
managers from which a manager may select one or more of the tools listed. This is the approach used to
manage the recreational chinook salmon fishery in Southeast Alaska. However, as noted above, final rule
making may preclude such flexibility. As such, the measures may need to be periodically evaluated by the
Council.
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ESTIMATED PERCENTAGE OF TOTAL HARYEST REDUCTION, BY MONTH, THROUGH
IMPLEMENTATION OF A0ONE FISH BAG LIMIT IN 2C DURING 1332 AND 1333
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Figure 4.6.5. Estimated percentage of total harvest reduction, by month, obtained by
implementing a 1 fish bag limit in Area 2C, 1998 and 1999.
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Figure4.6.6. Estimated percentage of total harvest reduction, by month, obtained by
implementing a 1 fish bag limit in Area 3A, 1998 and 1999.
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Table4.6.19. Estimated harvest reduction by implementing annual limits on anglersfishing from charter

vessds
ANNUAL LIMIT HARVEST REDUCTION (PERCENT)
2C 3A*
4 39 25
6 18 15
7 8 10
10 2 6

* The original calculations were done for non-residents only. The assumption was made that residents fishing from
charter vessels in 3A had the same harvest patterns as non-residents. Therefore, the harvest reductions in 3A were
increased by 1/3 to account for reductions in resident harvest also. Since less than 5% of charter clientsin 2C are
residents, no changes were made to the original harvest reduction estimates.

Framework management matrices depicting how the above management measures could be employed to
manage a GHL or other allocation scheme for Areas 2C and 3A are depicted in Tables 4.6.19-21,
respectively. These matricesare” sample” implementation strategies that show how various measurescould
be employed to reduce harvest in both areas. They are presented as placeholder frameworks to facilitate
discussion, and are not intended as“the” proposed implementati on strategy. Different matricesareprovided
for Areas 2C and 3A to account for differencesin fishery performance in the two areas and to remind the
public of the Council’ s ability to select different management measures in each area.

The potential harvest reductions presented in the matrix were cal cul ated based on performance statistics of
the halibut charter fishery during 1998 and 1999. Various factors, such as changes in halibut stock
abundance, local area plan management, and changesin fleet behavior or clientele to imposed regulations,
could affect the redized harvest reduction potential. For example, if halibut stock size was to decrease as
speculated by the IPHC, effectsof an annual limit or reduced daily bag limit are likely to be less than noted.
Also, the management measures in each harvest reduction category may not be independent and therefore
may not be additive.

Structure and Stability of the Management Objective for Harvest: A management objectivefor harvest should
be stated in such a manner asto take into account the management precison of the assessment program.
Stating the objectiveintheform of arangecan providefor thisacknowledgment. In addition, themorestable
the management objective for harvest, the more likely the objective will be achieved. An annually shifting
allocation has a high probability of requiring annual adjustments that are small enough to be beyond the
precision of the management tools and ability to evaluate.

Currently, ADF& G providesthe IPHC with apreliminary estimate of that year’ s sport harvest in December
based on logbook, creel survey, and port sampling information. The IPHC uses this estimate to project the
harvest in the sport fishery for the next year. At theend of the next year, ADF&G provides afinal estimate
of the previous year's sport fishery based on the results of the statewide mail survey.

NMFS identified that perhaps as little as six weeks may be needed (dependent upon staff availability)
between public notice of charter harvests exceeding the GHL (eg., December) and public notice to
implement triggered management measures for a non-discretionary decision by the NMFS Regional
Administrator (mid-February). Such aprocesswould utilizeaclosed framework action based on an analysis
of the proposed action (this EA/RIR/IRFA).
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Alternatively, an open framework action whereby the RA exercises his discretion in selecting to implement
atriggered management measure(s) may be aslong as4 months(e.g., April). Inthiscase, the additiond time
is needed to notice the public for comment and provide final notice (the 30 day comment period may be
waived to reduce the required time to 3 months, e.g., March). A trailing regulatory amendment may be
reguired in the open framework process if sufficient time has rendered the analyses obsol ete to the time of
his decision or staff must develop the rationale for his decision in choosing from numerous measures.

The Council has expressed a desireto minimize disruption to the charter industry. In this case, a one year
notice may be desirable, and triggering a management measure the following season may meet industry
needs. This has the benefit of basing management measures on final estimates of charter harvest.

Table 4.6.20 Management measure matrix for reducing harvest in Area 2C.

HARVEST REDUCTION MANAGEMENT TOOL ESTIMATED HARVEST
REQUIRED REDUCTION POTENTIAL
< 10% PROHIBIT HARVEST BY 3%
SKIPPER AND CREW
10 - 20% PROHIBIT HARVEST BY 3%
SKIPPER AND CREW
ANNUAL LIMIT OF 6 FISH 18%
TOTAL 21%
20 —30% PROHIBIT HARVEST BY 3%
SKIPPER AND CREW
ANNUAL LIMIT OF 6 FISH 18%
REDUCE BAG LIMIT TO ONE
FISH/DAY IN AUGUST 12%
TOTAL 33%
30 —40% PROHIBIT HARVEST BY 3%
SKIPPER AND CREW
ANNUAL LIMIT OF 4 FISH 39%
TOTAL 42%
> 40% PROHIBIT HARVEST BY 3%

SKIPPER AND CREW
ONE FISH/DAY BAG LIMIT
FOR ENTIRE SEASON 40%

TOTAL 43%
I mplementation of management tool sto achieve harvest reductionsfrom0—20% coul d take place the season
following the overage. | mplementation of management toolsto achieve harvest reductions above 20% could
take place one year following the overage to give charter industry more time to adjud.
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Table 4.6.21. Management measure matrix for reducing harvest in Area 3A.

HARVEST REDUCTION MANAGEMENT TOOL ESTIMATED HARVEST
REQUIRED REDUCTION POTENTIAL
< 10% PROHIBIT HARVEST BY 8%
SKIPPER AND CREW
10 -20% PROHIBIT HARVEST BY 8%
SKIPPER AND CREW
ANNUAL LIMIT OF 7 FISH 10%
TOTAL 18%
20 - 30% PROHIBIT HARVEST BY 8%
SKIPPER AND CREW
ANNUAL LIMIT OF 4 FISH 25%
TOTAL 33%
30 —40% PROHIBIT HARVEST BY 8%
SKIPPER AND CREW
ANNUAL LIMIT OF 4 FISH 25%
REDUCE BAG LIMIT TO ONE
FISH/DAY IN AUGUST 8%
TOTAL 41%
> 40% PROHIBIT HARVEST BY 8%

SKIPPER AND CREW
ONE FISH/DAY BAG LIMIT
FOR ENTIRE SEASON 45%

TOTAL 53%

Implementati on of management toolsto achieve harvest reductionsfrom 0—20% coul d take place the season
following the overage. Implementation of management tool sto achieveharvest reductionsabove 20% could
take place one year following the overage to give charter industry more time to adjud.
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4.6.2.3 Council Preferred Alternative: Approve management measures to implement halibut charter
guideline harvest levelsin Areas 2C and 3A. (Council Preferred
Alternative)

During final action in February 2000, the Council adopted the following preferred options:

ISSUE 1: The Area 2C and 3A GHLs are based on 125% of the average of 1995-99 ADF&G SWHS
charter harvest estimates to be managed in pounds. This equates to:
13.05% of the combined charter and commercia quotain Area 2C; or 1,432,000 Ib net weight
14.11% of the combined charter and commercia quotain Area 3A; or 3,650,000 |b net weight

In setting the GHL, the Council reviewed halibut harvests between 1995 and 1999 and specifically reviewed
three possible time periods to set the GHL: (1) 1995-99; (2) 1998-99; and (3) 1997-99. To avoid issues
related to a reported change in weight of charter halibut between 1998 and 1999, the Council approved a
GHL based on 125% of the average halibut harvest for 1995-99, the longest time period under review. The
Council also approved the GHL in pounds. This mirrors the units in which the IPHC collects and analyzes
landings data for the stock assessment and sets the commercial quota.

ISSUE 2 Implement management measures using the following implementation regime for each IPHC
regulatory area. These measureswould be removed if harvestsfall below the GHL and they are
no longer necessary. If the GHL is exceeded, 0-20% reduction measures (e.g., trip limits,
prohibiting harvest by skipper and crew) would be implemented in the season following the
overage. In years of >20% overage, measuresthat are projected to achieve 0-20% reduction in
charter harvest would be implemented in the following season and measuresthat are projected
to achieve >20% reduction in charter harvest (e.g., annual limits, one-fish bag limitin August)
wouldbeimplemented oneyear laterto allow for verification of charter harvest. Theregulations
will establish aframework processto review and adjust the management measuresin the event
of an overage and to evaluate their efficacy to determineif a subsequent regulatory package is

necessary.

Agency staff met twice in January 2000 to address enforcement and implementation issues related to the
halibut charter GHL. The staff report is summarized under Section 4.6.2.4. The Council reviewed this
information during final action and approved an implementation schedule (listed below) once the GHL is
reached in each area.

ISSUE 3 Under varying halibut abundance:

Regulationswill reducethe area GHL sin proportion to reductionsin area abundance (as best determined by
the IPHC) based on the average of 1999-2000 in a stair-step fashion. The first step reduction is 15% (e.g.,
from1.40to 1.19 M Ibin Area2C), additional 10% step reductionswill occur as needed (from1.19to 1.07
M Ib). This approach is responsive to changes in abundance. The stair-step smooths out the problem of
annual variation posed by astrict percentage-based system. When the dbundance returnsto thepre-reduction
level, then the GHL would step back up (e.g., from 1.19t0 1.40 M |b in Area 2C).
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Area 2C Management Tools Area 3A Management Tools
Required Reduction Management Tool Required Reduction Management Tool
<10% Trip Limit <10% Trip Limit
10% - 15% Trip Limit
No Harvest by Skipper + Crew 10% - 20% Trip Limit
15% - 20% Trip Limit No Harvest by Skipper + Crew
No Harvest by Skipper + Crew
Annual Limit of 7 Fish
20% - 30% Trip Limit 20% - 30% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 6 Fish Annual Limit of 7 Fish
30% - 40% Trip Limit 30% - 40% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 5 Fish Annual Limit of 6 Fish
40% - 50% Trip Limit 40% - 50% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 4 Fish Annual Limit of 5 Fish
>50% Trip Limit >50% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 4 Fish Annual Limit of 4 Fish
One Fish Bag Limit in August One Fish Bag Limit in August

4.6.2.4 NMFS Preferred Alternative: Implement a Guideline Harvest Level for the guided sport halibut
fishery that setsaceiling leve of 1,432,000 Ib net weight in Area 2C and 3,650,000 Ib net weight
in Area 3A (and a formula for reductions in times of lower halibut abundance) which triggers
notification to the Council when a GHL isreached.

Under the NMFS preferred alternative, NMFS would issue afinal rule to publish a GHL for managing the
harvest of Pacific halibut in the charter fishery in Areas 2C and 3A. The GHL would establish an amount
of halibut that may be harvested annually in these fisheries. NMFS would notify the Council within thirty
days of receivinginformation that the GHL hasbeen exceeded. Thetiming of thisnatification would depend
on the data collection system that isin place at the time the GHL isexceeded. If the SWHSistheonly data
collection available, then it islikely that such a notification would not take place until the August after the
GHL has been exceeded. Typically, ADF& G publishesthefinal results fromthe previousyear’s survey in
August, some eight months after theend of theyear. If aNMFS data collection program were put into place,
it may be possible to collect and analyze harvest datain a more timely fashion. This would reduce the
amount of time required to notice the Council if the GHL were exceeded. Once it receivesthe notification,
the Council could choose to initiate an anaysis of possible harvest reduction measures. NMFS could then
initiate subsequent rulemaking to reduce charter harvests through implementation of harvest reduction
measures, which might include, but are notlimited to, those management measuresexaminedin thisanalysis.
As with the no action aternative, the NMFS preferred action will not result in the promulgation of any
regulations affecting the halibut charter fishery. Therefore, there are no associated costs and benefitsof this
proposed action, other than the minimal costs born by NMFS when implementing this regulation and
publishing the annual harvests.

The GHL would establish apre-season estimate of acceptableannual harvestsfor the halibut fisheryin Areas
2C and 3A.The GHL for each area is based on 125 percent of the average of 1995-99 charter harvest
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estimates as reported by the ADF&G Statewide Harvest Survey (SWHS). This level of harvest would
accommodate limited growth of the charter fleet while approximating historical harvest levels. By weight,
the GHL s equate to 13.05 percent of the combined charter and commercial quotain Area 2C or 1,432,000
Ib net weight and 14.11 percent in Area3A or 3,650,000 Ib net weight. The GHL halibut poundage amounts
in each area are considered to be a base level that may be stepped-down with decreasesin stock abundance.

The GHL s are established as a total maximum poundage subject to annual reductions in stock abundance.
If the IPHC determines that the halibut stocks in ether area are below the average 1999-2000 stock
abundance, the area GHL would be reduced in a stepwise fashion in proportion to the stock reduction. The
GHL would be stepped back up by commensurateincrementstoitsinitial level if abundancereturnsto equal
or exceed its pre-reduction level. The GHL would never exceed itsinitial level if halibut stock abundance
in either areaincreased above its 1999-2000 average. The Council chose not to provide a mechanism to
increasethe GHL abovethisinitial level if therewereincreasesin the stock abundance. Further, the Council
stated its intent that the GHLs would not close the fishery, but instead would trigger other management
measures in years following attainment of the GHL. The overall intent was to maintain a stable charter
fishery season of historic length, using area-specific management measures to control harvests.

The NMFS preferred alternative does notimplement the framework harvest restrictions recommended in the
Council’s preferred alternative. Instead, the final rule regulatory text would include, if approved by the
Secretary: (1) the GHL in Areas 2C and 3A; (2) the mechanism for reducing the GHL in years of low
abundance as determined by the IPHC; (3) arequirement for NMFSto publish the GHL on an annual basis
in the Federal Register; and (4) arequirement for NMFS to notify the Council in writing within 30 days of
receiving information that the GHL has been exceeded in either area. At that time, the Council may chose
to initiate an andysis of alternative management restrictions on the charter fishery and propose harvest
reduction restrictionsthrough the usual Administrative Procedure Act (APA) rulemaking process. The suite
of harvest restrictions recommended by the Council and published in the proposed rule may be one of the
aternatives that are analyzed in subsequent rulemaking if the GHL is exceeded. The Council may choose
other reasonable alternative harvest reduction restrictions if the GHL is exceeded.

Thedifference betweenthe Council preferred alternativeand the NMFS preferred alternativeisthat thel atter
would imposes no regrictions on the charter fishery as outlined in the proposed rule. Thisis necessary to
address concernsrai sed by NOAA-General Counsel, Alaska Region concerning theability to implement the
harvest restriction measures without providing opportunity for public comment under APA rulemaking
procedures. The effect isto establish the GHL as a notification to the Council for consideration of possible
subsequent rulemaking, but not to establish specific harvest restriction measures. A short history of Council
action on its attempts to manage this fishery is provided below.

The Council selected its origina preferred alternative for managing this fishery in September 1997. It
recommended that the Secretary establish GHLsin Areas 2C and 3A, based on 125% of the charter sector’s
1995 harvest. These GHL sequated to 12.35% of the combined commercial and charter hdibut quotain Area
2C, and 15.57% in Area 3A, based on available datain 1997. Revised harvest estimates indicated that the
GHLs equated to 12.34% and 15.54%, respectively.

Inaletter dated November 24, 1997, the NMFS Alaska Regional Administrator (RA) informed the Council
that the GHL would not be published as aregulation. Further, no formal decision by the Secretary was
required to implement the GHL sincethe Council had not recommended specific management measuresto
beimplemented by NMFSif the GHL werereached. Hereported that the Council’ sintent regardingits GHL
policy may be satisfied, however, by publishing it asanotice in the Federal Register. Such notice was not
filed.
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Instead, the Council initiated apublic processtoidentify GHL management measuresto implement the GHL,
asadvised by NMFS. The Council selected itsmorerecent preferred alternative in February 2000 (described
above), and NMFS published a proposed rule on January 28, 2002 (67 FR 3867). Subsequent to those
actions, the RA identified that Federd rules implementing the proposed GHL and associated harvest
reduction measuresmay bevulnerabletolegal challenge asstructured by theCouncil. The Council preferred
aternative envisoned that the gppropriate harvest reduction measureswould be triggered to be in effect for
thefollowing season once NM FShad dataindicatingthat thelevel of halibut harvestsfrom aprevious season
exceeded the GHL. These measures to reduce charter harvests would beimplemented by notification. This
notification process would supercede the regular APA rulemaking process. It would minimize potential
delays between exceeding the GHL and implementing measures to reduce the guided fishery harvests by
establishing a “framework” of measures that are automatically implemented.

Asdescribed in aletter to the Council fromthe RA dated September 6, 2002, General Counsel staff advised
that implementing the harvest reduction measures likely would require the APA rulemaking process. The
Council’ spreferred alternativewoul d expose NM FS to an unacceptabl e risk of a successful legal challenge.
The APA requiresthat any regulatory action provide prior notice and opportunity for public comment before
becomingeffective. Thisrequirement canbewaived only for “good cause.” The harvest reduction measures
in the proposed rule likely could not be implemented under the “good cause” exemption of the APA. The
APA providesfor a“good cause” finding only when the agency finds that notice and opportunity for public
commentwould beimpracticable, unnecessary, or contrary tothepublicinterest (5U.S.C. 553(b)(B)). These
termsarenarrowly defined. Becausethis* good cause” finding would need to be made at thetime the harvest
reduction measures are implemented, we cannot guarantee now that a“ good cause’ finding would existin
every instance the GHL was exceeded and harvest reduction measures triggered. Accordingly, a strong
likelihood exists that proposed and final rulemaking would be required when implementing any of the
proposed harvest reduction measures.

Case law from courts reflects a discontent for agency actions that do not permit public participation. The
agency determinationto framework harvest reduction measuresconstitutesan actionwithlegal consequences
under the APA that should receive public noticeand comment. Complying with thisAPA requirement would
substartially change the proposed halibut guided fishery management program from what was origindly
conceived by the Council.

A second issue which may affect the implementation of the Council’s preferred alternative is the inability
of existing data collection methodsto adequately monitor several of the reduction measures envisioned in
the proposed rule. The Council envisioned the possible use of data collection methods already employed by
the State, including the Statewide Harvest Survey (SWHS), and the Sdtwater Charter Vessel Logbook
(Logbook). Notwithstanding the State€' s recent decision to discontinue data collection for hdibut in its
logbook. NMFS would require additional information on times and dates of the end of fishing trips, aswell
as information identifying each individual angler and his or her total harvests aboard charter vessels to
adequately monitor halibut harvestsinthisfishery. First, thetime required to collect and compile datafrom
the SWHS would result in at least atwo-year delay when implementing or relieving frameworked harvest
reductions on the guided fishery. Second, the SWHS does not collect information necessary to monitor
annual harvest limits on individual sports fishermen, which is one of the harvest reduction measures
recommended by the Council. As noted earlier, NMFS is in the process of developing a data collection
program. It isenvisioned that such a program would address the data collection needsthat are not met by
the existing SWHS.
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A result of the NMFS preferred alternative is a more deliberative, public process and detailed harvest data
collection for determining appropriate management restrictions to reduce halibut harvests oncea GHL is
reached. Using realistic expectations of the time required for each of these steps listed in the box at right, a
lag of perhaps up to five years may occur from when an overage occurs and to harvest restrictions are
implemented at the start of a new fishing season.

4.6.3 Administration, Monitoring, and Enforcement

For purposes of the Paperwork Reduction Act (PRA), NMFS needs authorization from the Office of

Management and Budget to collect the necessary information from charter vessel operators and fishermen.
Whileit is difficult to assess actual costs, the budgetary requirements for NMFS to develop its own data
collection system for recording charterboat halibut harvests could be substantid, requiring personnel to
recei ve catch reports and to calculate overal | harvest. At aminimum, one full-time employee at GS 7 level,
at $12.00 an hour, woul d be needed to receive reports and enter theminto adata collection system for eleven
months of the year, the duration of the halibut sportfishing season. If electronic reporting methods were
devised, a data management systemwould need to be devel oped and maintained. For example, creating the
software for the electronic component of information collection for the recent |FQ cost recovery program
is expected to cost approximately $25,000. To date, NMFS has spent $90,000 on a contract to design adata
collection program. The development of that program may reach approximately $200,000 prior to its
implementation. These costs would be the same under either the Council or NMFS preferred alternatives.

The GHL program, as recommended by the Council inits preferred alternative, would likely require ahuge
additional burden on enforcement personnel and their associated costs. If the volume of catch indicates that
the GHL has been reached or exceeded, one or more management measures would be employed in
subsequent years to ensure that charter harvests of halibut remain below the GHL. Annual management
measuresimplemented torestrict removal sby charter vessel swould require enforcement operati onsto assure
compliance with such measures.

Currently, halibut removals by the charter fleet are monitored by the State of Alaska only, with the annual
SWHS and, since 1998, a charter vessel logbook requirement. NMFS would need to gain formal accessto
the State’ s sport harvest and length data to calculate removals against the GHL and to acquire additional
enforcement personnel for assuring compliance with management measures. For NMFS to make use of data
collected by the State, Federd and Stateregul ationsrequirethat NMFSand ADF& G first determinethat such
use would satisfy Federd and State regulations on confidentiality of data and other applicable Federal and
State laws. NOAA, ADF& G, and CFEC recently signed a Reciprocal Data Access Agreement for sharing
commercial fisheries data collected by NMFS, ADF&G, and CFEC; the lengthy process by which the
agencies reached this agreement would

presumably facilitate and expedite asimilar

agreement for sportfishing information for  ggfect of APA rulemaking with NMFS data collection
managing the charterboat halibut fishery, system

but negotiations for such an agreement  vegr1  GHL isreached

might nevertheless take up to five or X yegr2  Datacollection programsdocument the overage

months. NMFS notifies the Council
_ _ ) Council initiates analysis to implement harvest
The 1997 Council analysis reviewed two reduction measures

management tools that are associated with  year 3 Council selection of preferred alternative
an allocation in commercial fisheries. ANy yegr4  Final rulemaking

programwhichimplementsaspecificquota  year4/5 Restrictionsimplemented at start of new fishing
on a sector of the industry must include Season.

some method of effecting a fishery closure
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when that quotais reached. Two bas c methodswere identified: (1) in-season monitoring of harvest and the
announcement of a closure upon attainment of the quota, or (2) setting the season length at the start of the
fishing year based on projections of effort and catch. The Council hasrejected these tools, in favor of athird
method: adjustments in bag limits or line limits designed to keep the overall harvest below the GHL, but
without effecting an actual closure, thus, reducing the potential adverse economic effects on the charterboat
sector, while achieving the objectives of the action. Under the NMFS preferred alternative, the costs
associated with implementing management measures to reduce charter halibut harvests as proposed under
The Council Preferred Alternaive, would be deferred until implementation new rulemaking as a result of
afuture Council action based on NMFS notification that a GHL had been reached.

Enforcement

Enforcement is a key component of any fishery harvest management program. The NMFS, USCG, ADPS,
and ADF& G all report that they do not have enforcement programs specifically directed at the recreational
charter fishery. Instead, enforcement occurs on an opportunistic basis. All agencies agree that some level of
additional enforcement would be needed under a GHL system, depending upon the allocation and
implementation scheme adopted. Al so, the decisionto all ocate additional enforcementto thisprogramwould
properly entail an evaluation of the public interest in doing so, versus doing less enforcement somewhere
else

Staff discussed GHL enforcement issues, especialy theimplications of activati ng the vari ous measureslike
line, bag, andtrip limits. Although astate enforcement officer was not present, the other agencies essentially
reported that additional enforcement resources would not be forthcoming to support this program.

Having said that, there are characteristics of therecreational charter fishery that suggest adifferent and lesser
level of enforcement may be needed to ensure an adequate level of compliance with the program. Several
characteristics of the fishery differentiate it from other fisheries and work to the advantage of regulators:

a. Therecreationd charterboat fishery operatesin the public eye. Requiring operatorsto prominently post
GHL control measures like bag limits and line limits onboard charterboats would help promote
compliance. The State could further support this by requiring those businesses selling sportfishing
licenses to do the same.

b. The recreational charterboat fishery is highly competitive. While there are some operations in isolated
locations, many boats tie up and operate in close proximity to other charterboats. It is reasonable to
expect that those operatorswho arefollowing theruleswoul d be quick to notice another operator seeking
to "steal" customers by offering a better trip with higher bag or rod limits.

c¢. Charterboat operatorsarerequired to have acurrent Coast Guardlicenseto operate. Oneof the conditions
of the license requires the operator to comply with a// Federd regulations. Charterboat operators
potentially risk losing their Coast Guard license if they violate Federal fisheries regulations. It is
reasonable to conclude that because of the nature of the Coast Guard license, inferring a trust and
respons bility to the licensee, as well as the double jeopardy implications, charterboat operators would
likely have a higher rate of compliance with GHL measures than might otherwise be expected.

These three factors, along with the current system of opportunistic enforcement, may provide alevel of
compliance sufficient to ensure the GHL measures have the desired effect in controlling the fishery.

The Coast Guard has taken the position that where the above does not hold true, the Coast Guard could
respond by shifting effort from other areas to focus on the charter fleet if there is sufficient public interest
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and concern in the conduct of therecreational charter fishery. A highly publicized focus operation, of short
duration, may have sufficient impact torai se compliance back up to anacceptablelevel, while only requiring
amodest shift of enforcement effort. These operations could be done periodically through the region and
season, under an overall strategy of raising complianceto an acceptablelevel. Thisapproachisdifferent from
one that attempts to identify the law enforcement resources necessary to check all fishery participants or
apprehend all violators.

No enforcement costsare associated with the NM FS preferred alternativeof publishing noticeinthe Federal
Register and sending aletter tot he Council.

4.6.4 Summary and Conclusions

Alternative 1, no action, would result in continued unconstrained charter halibut harvests and a de facto
reallocation of halibut from the commercial sector to the charter sector. This andysis assumes that sport
halibut removal swill increase by approximately 9% in Area2C and 4% in Area 3A for the charter sector and
1% in the unguided sector over the next 5 years. If that rate of growth does occur in future years, the ex-
vessel gross revenues to the commercial fishery in Areas 2C and 3A would decline by about 4 % per year.
Given the current TAC and ex-vessd pricesof $2.10/1b (IPHC, pers. commun.), this amounts to a decrease
of $7.1 M in Area2C and $13.4 M in Area 3A in nomina dollars over the entire 2000-2005 time horizon.

Under Alternative 2, the guideline harvest level, by itself, has no management effect on either charter or
commercial harvests. The associated management measures are the critical components of the program.

The following general picture of the halibut charter and commercial fisheries was drawn:

e halibut biomasses are at peak abundances, but likely to decline in the short-term;

e quotaswerereduced in 2000, but are likely to remain steady in the short-term;

» charter harvests are continuing to increase, but at declining rates;

« commercial quotas decline as charter harvests (along with all other halibut removals) increase.

Five specific management i ssues have been identified which conform with the Council’ s April 1999 suite
of alternatives, options, and suboptions. This section drawsthefoll owing conclusionsregarding theseissues.

ISSUE 1. Apply GHLs to Areas 2C and/or 3A to trigger management measures as afixed percentage
annually expressed in pounds or afixed range in numbers of fish, based on 125% of 1995 or
1998 charter harvests.

In 1997, the Council adopted the GHL based on a fixed percentage based on 1995 charter harvests. This
eguated to 12.35% of the combined charter harvest and commercia quotain Area2C and 15.57% in Area
3A (as calculated in 1997). Under this action, the Council considered whether to alter that decision by
adopting the GHL as a fixed range of numbers of fish and revising the base year to 1998. Thiswould have
revised the GHL percentages to a fixed point somewhere between 12.35-16.39% in Area 2C and 12.87-
15.57%in Area3A and set the GHL range between 50 - 68 thousand fishin Area2C and 143 - 179 thousand
fishin Area 3A. To address concerns regarding possible declines in halibut abundance, a set of reduction
mechanisms are tied to the fixed range, which are addressed under Issue 3.

In determining whether the base year should be updated, the analysis examined higher and lower growth
projections to estimate when the respective GHLs might be reached. From this:
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» ADF&G harvest data appear to have exceeded the 1995-based GHL in 1998. Therefore, had the 1997
GHL decision been approved by the Secretary, GHL management measures would be triggered for the
next fishing seasonin Area 2C.

« The projected timeline suggests that under higher growth raes, the charter harvest in Area 2C could
reach the 1998-based GHL sometime during 2000 - 2001 and under lower growth rates, sometime during
2003 - 2004.

» Area3A projectionsindicatethat the 1995-based GHL might be reached sometime during 1999 - 2000
under the higher projection and 2000 - 2001 under the lower projection.

»  The1998-based GHL might bereached during 2000 - 2001 under the higher projection and during 2003 -
2004 under the lower projection.

ISSUE 2:  Implement management measures, with an option to close the fishery in-season once the GHL

isreached.
bag limits annual angler limit sport catcher vessel only area
boat limit vessd trip limit sportfish reserve
line limits super-exclusive registration rod permit

Of the eleven measuresto constrain charter harvestsinfuture yearsto withinthe respective GHL s analyzed
here, only bag limits and prohibiting crew-caught halibut appear to limit charter harvests.

e Thereductionin harvest effected by abag limit will likely exceed the actual decrease inhalibut that can
be kept assumingthat effort does not change. Thisisbecause effort can be expected to change asanglers
react to the changein quality of the average halibut trip. Preliminary model runs estimate the changein
participation resulting from a one-fish bag limit to be quite substantial in Area 3A, resulting in harvest
levelsthat are much lower than necessary to keep the charter sector below the GHL level. Allocative
effectswill depend on how these uncaught fish aredistributed among the commercial and sport sectors.

* Boat limits would result in the same amount of hdibut being harvested on a trip as the bag limit
alternatives, and, in fact, may result in higher harvests under the proposed “ collective” or party fishing
definition.

» Linelimitsmay redirect fishing effort between vessels, but isunlikely to further restrict harvest. A 6-line
limit and regrictions of lines to number of paying passengers currently exists in Area 2C; additional
restrictionswouldlimit vessd sto a4-packsor 5-packs. Nearly 90% of Area2C charterstook four clients
in 1998, therefore, a4-line limit may not result in adequate reductions to stay withinthe GHL . Area3A
charter vessds traditionally fish up to 27 lines. A floating scale for linelimits may address traditional
fishing patterns on larger sized vessels. A prohibition of fish harvested by crew may result in adequate
harvest reduction to keep the harvest within the respective GHL s. Enforcement of lines*fished” would
also be difficult.

» Most charter clientstake either two or four halibutin ayear. A small percentage of avid anglers exceed
that, indicating that annual angler limitswill have lessimpact ontotal halibut removals compared with
impacts on the amount of halibut taken by afew fishermen.

* Only 4% of Areas 2C and 3A trips would be affected by limiting a vessel to one trip each day. If an
averagetrip resultsin an average harvest, then avessel trip limit may result in aharvest reduction of 4%.
Recognizing the overcapacity of the fleet, clients will likely charter on another available vessel.

»  Super-exclusiveregistration and Sport Catcher Vessel Only Areas may redistributefishing effort but are
unlikdy to reduce halibut removas. They may be valid management tools to be included within a
LAMP.

* Arodlimit currently existsin State regulations for Southeast Alaska: 1 rod per person; 6 rods per boa;
up to 6 lines/vessdl; limited to the number of paying clients such that the maximum number of fishing
lines that may be fished from a vessel engaged in sport fishing charter activitiesisequal to the number
of paying clients on board the vessel.
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* Anin-season closure is included as an option in the analysis. The Council and State of Alaska has
indicated its interest in using management measures that would be triggered for a subsequent fishing
season rather than closing the fishery in-season due to data, management, and other concerns.

»  The sportfish reserve would nullify the constraining effect of the GHL by reallocating halibut from the
commercial sector to the charter sector when the GHL would trigger a reduction.

» Possessionlimitswill not be an effective management tool since most fishermen harvest only one or two
halibut per year; however, proposed changes would enhance Federal enforcement of current possession
limits.

» Prohibiting halibut harvested by the captain and crew may limit the charter harvest to below the GHL;
however, enforcement may be difficult on multi-species charters snce it would bein effect for halibut
only.

Relative effectiveness of proposed managem ent m easures

Proposed measures no + ++ +++
line lim its

boat lim it

annual angler lim it

vegsel trip lim it

bag lim its

super-ex clusive registration

spott catcher vessel only area
sportfish reserve

tod perm it

possession limits

prohibit crew-caunght fish

ISSUE 3.  Adjust the GHL fixed range of fish under varying halibut abundance.

Adjusting the GHL range during years of low abundance becomes moot if the Council chooses to set the
GHL as afixed percentage. Alternatively, if the Council adopts the GHL asa fixed range (Issue 1 Option
2), then the Council must decide whether and how to apply that rangein years of low halibut abundance.

Suboptions 1 and 2 reduce the GHL range at very different levels of abundance. Suboption 1 proposesto
reduce a GHL range by 25% when it exceeds 15%, 20%, or 25% of the combined charter/commercial quota
during years of varying abundance. The suboption links the combined quota in pounds to the range of fish
in numbers. The combined quota triggers equateto approximately 3.7, 4.9,and 7.0 M Ibin Area2C and 6.6,
8.8,and 125 M Ibin Area 3A.

Suboption 2 would not trigger reductions in the range until total harvests had been reduced by 42-70%,
depending on the Council’ s preferred alternative. Three choices are included in the analysis for levelsto
reduce the range, depending on the base year. Proposed total removal trigger levelsare 4, 6, and 8 M |b for
Area 2C and 10, 15, and 20 M |b for Area 3A. The lowest levels match the lowest total removals ever
recorded and stocks associated with those levels could be considered depressed. The highest proposed
triggersare approximately 20% below ‘typical’ levelsof total removals. Theintermediate triggerswould be
somewhere in between.

ISSUE 4: Determine whether a GHL or allocation
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Option 1 istied to the Coundil’ s interpretation that the GHL is a target against which the level of charter
harvests are gauged to determine if management measures need to be invoked to further constrain those
levels. Under Option 1, the difference in halibut that could be harvested by charter anglers under the GHL
andwhat isannually harvested, would in effect “roll over” to the commercial sector at the start of the season.

Option 2 isdistinct from Option 1 in that as an allocation, the commercial sector would not accrue the full
benefit of any unharvested GHL halibut in the subsequent year. While the overall CEY will likely be higher
because fewer removalsoccurred, the commercial sector would be constrained by the all ocati on percentage
adopted by the Council.

The next issue under Option 2 is whether the unharvested halibut should accrue conceptually in a sportfish
reserve. Charter sector proponents of “banking” unharvested fish in such a system have defined the reserve
such that unharvested fish would not accrue “ pound for pound” in the reserve, but that the sector would get
acredit for those unharvested fish when the GHL is constraining on their clients.

In summary, a sportfish reserve negates the effects of a GHL by “reallocating” additional halibut to the
charter sector when that sector’s harvests would exceed the GHL and trigger constraining management
measures. This reallocation would be redirected from the commercial quota, thus failing to achieve the
purpose and intent of the proposed action.

ISSUE S Establish amoratorium, either area-wide or local

Area-wideand|ocal moratoriumoptionswere analyzed separately in Section 5. Thoseconclusionsthat relate
to the GHL are repeated here.

e Thealternatives would qualify between 497 and 694 vessds, if 1998 logbook participationis required.
These numbers are substantially less than the numbers actually participating in 1998 and 1999, based
on the logbook information. Option 4 only requires participation in any year 1995-1998 and would
qualify 2,073 vessels. Allowing supplementary information for qualification (other than IPHC license
and/or 1998 logbook) could increase the number of qualifying participants.

» Althoughthetotal harvest capacity of thefleet isdifficult to estimate, thecurrently licensed fleet (based
on 1998 logbooks) has a harvest capacity well above the current harvest level, and even the currently
active fleet is probably not operating at its maximum capacity. The presence of excess harvest capacity
reduces the effectiveness of amoratorium and the ability to predict when it may become constraining
on harvest. Only when latent capacity is filled would a moratorium become effective at maintaining
harvest within the GHL.

*  Themore restrictive moratorium options being considered may result in an effective moratorium; i.e.,
along with other management measures, may be effective at keeping thecharter fleet withinaGHL. This
isparticularly true if the GHL is set at alevel higher than the current harvest level, and/or if itisset at
afixed poundage. A GHL based on a floating percentage, combined with declines in overall halibut
biomass, reduce the likelihood of the moratorium’ s effectiveness; i.e., a low GHL levels, there likdy
will be excess capacity relative to that GHL under all options.

During final action in February 2000, the Council adopted the following under its preferred alternative.
ISSUE 1: The Area 2C and 3A GHLs are based on 125% of the average of 1995-99 ADF&G SWHS
charter harvest estimates to be managed in pounds. This equates to:

13.05% of the combined charter and commercial quotain Area 2C; or 1,432,000 Ib net weight
14.11% of the combined charter and commercia quotain Area 3A; or 3,650,000 |b net weight
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In setting the GHL , the Council reviewed hdibut harvests between 1995 and 1999 and specifically reviewed
three possible time periods to set the GHL: (1) 1995-99; (2) 1998-99; and (3) 1997-99. To avoid issues
related to a reported change in weight of charter halibut between 1998 and 1999, the Council approved a
GHL based on the average halibut harvest for 1995-99, the longest time period under review. The Council
also approved the GHL in pounds. This mirrors the unitsin which the IPHC collects and analyzes landings
datafor the stock assessment and setsthe commercial quota.

ISSUE 2 Implement management measures using the following implementation regime for each IPHC
regulaory area. These measureswould beremoved if harvestsfall below the GHL and they are
no longer necessary. If the GHL is exceeded, 0-20% reduction measures (e.g., trip limits,
prohibiting harvest by skipper and crew) would be implemented in the season following the
overage. In years of >20% overage, measuresthat are projected to achieve 0-20% reduction in
charter harvest would be implemented in the following season and measures that are projected
to achieve >20% reduction in charter harvest (e.g., annual limits, one fish bag limit in August)
wouldbeimplemented oneyear later to allow for verification of charter harvest. Theregulations
will establish aframework process to review and adjust the management measuresin the event
of an overageand to evaluatetheir efficacy to determineif asubsequent regulatory packageis
necessary.

Agency staff met twice in January 2000 to address enforcement and implementation issues related to the
halibut charter GHL. The staff report is summarized under Section 4.6.2.4. The Council reviewed this
information during final action and approved an implementation schedule (listed below) once the GHL is
reached in each area.

ISSUE 3 Under varying halibut abundance:

Regulationswill reduce the area GHL sin proportion to reductionsin area abundance (as best determined by
the IPHC) based on the average of 1999-2000 in a stair-step fashion. The first step reduction is 15% (e.g.,
from1.40t0 1.19M Ibin Area2C), additional 10% step reductionswill occur as needed (from1.19t0 1.07
M Ib). This approach is responsive to changes in abundance. The stair-step smooths out the problem of
annual variation posed by adgtrict percentage- based system. When the abundancereturnsto the pre-reduction
level, then the GHL would step back up (e.g., from 1.19t0 1.40 M |b in Area 2C).

Area 2C M anagement Tools Annual Limit of 4 Fish
Required Reduction Management Tool >50% Trip Limit
<10% Trip Limit No Harvest by Skipper + Crew
10% - 15% Trip Limit Annual Limit of 4 Fish
No Harvest by Skipper + Crew One Fish Bag Limit in August
15% - 20% Trip Limit
No Harvest by Skipper + Crew || Area 3A Management Tools
Annual Limit of 7 Fish Required Reduction M anagement T ool
20% - 30% Trip Limit <10% Trip Limit
No Harvest by Skipper + Crew
Annual Limit of 6 Fish 10% - 20% Trip Limit
30% - 40% Trip Limit No Harvest by Skipper + Crew
No Harvest by Skipper + Crew
Annual Limit of 5 Fish
40% - 50% Trip Limit 20% - 30% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
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Annual Limit of 7 Fish Annual Limit of 5 Fish

30% - 40% Trip Limit >50% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 6 Fish Annual Limit of 4 Fish

40% - 50% Trip Limit One Fish Bag Limit in August

No Harvest by Skipper + Crew

TheGHL, by itself, as proposed under the NMFS preferred alternative, has no management effect on halibut
harvests.

Administration

To enhanceefficiency and ensurethat necessary measures areinvoked in atimely manner, non-discretionary
measures may be enacted such that their implementation occurs automatically upon the charter fleet's
attaining or exceeding the GHL by publication of a Federal Register notice. The regulatory amendment,
Requiring an additional and specific RIR analysis of impacts, would also establish the duration of such
management measures and the circumstances upon which such measureswould belifted. To minimize delay
of imposition of triggered GHL management measures, the Council could either: 1) select only one
management measure that would be triggered if a GHL is attained or exceeded; or 2) select multiple
measures that would all be implemented simultaneously.

Limitations Associated With 1998 Logbooks

Three of the four alternatives being considered for an area-wide moratorium require 1998 participation via
the logbook program. Because thiswasthefirst year of that logbook program, thereare concernswith using
that asthe basisfor any limited entry program such as a moratorium or license limitation program. Interms
of using the data from the logbook program for other management options (such as projections related to
harvest and whether and when a GHL would be triggered) there are al so limitations which should be noted.
The primary limitations are summarized as follows:

-Because it was the first year of the program, many charter operators were unaware of the logbook
requirement. It isclear that several charter operators heard about the logbook requirement at year’ send and
then filled out and submitted them.

-Prdiminary analysis of the 1998 logbook data compared to on-site surveysin Area 3A show that almost
18% of on-site, vessel-trip interviews had no corresponding logbook entry on that date. Some of thosecould
be because the operator recorded the trip on thewrong day, or recorded the wrong CFEC number, etc., but
at least some portion did not report atrip all season.

-Quite a few vessels did not report the port of landing or stat areafished. This would not in and of itself
prevent use of the data for a moratorium, but may compromise the track records of individual operators.

-Data on crew harved is very incomplete and very few were submitted. Either it was recorded as client
harvest, or not recorded at all when it occurred. Thiswould weaken any analysis of catch per angler or the
effects of certain rod limit dternatives (not allowing crew to retain fish).

-Some data on multipletripsis compromised; for example, acharter operator in Valdez reported that several

operators were not breaking out their trips, choosing instead to report multiple trips in one day as onetrip
so that they would not have to fill out the supplemental forms.
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-Inmany casesextremely large (nonsensi cal) valueswere obtai ned for number of rodsper vessel whichmight
detract from any line limit analyses based on this information.

-Consideration of super-exclusive registration, or sport only areas should recognize that there are quite afew
missing stat areas and ports of landing.

-Asmentionedin section 5.2.1, participation was based on whether avessel was bottomfishing. Thelogbook
data cannot be used to definitively determine target species. Some of the trips could befor lingcod, sharks,
or rockfish. The analysis assumes any bottomfishing included targeting halibut.

In 2002, the NMFS RA notified the Council that the implementing management measures would not be
approved by the Secretary. Instead, anew preferred alternative wasidentified that would promul gate afinal
rulethat would include: (1) the GHL in Areas 2C and 3A; (2) the mechanismfor reducing the GHL in years
of low abundance as determined by the Commission; (3) arequirement for NMFSto publishthe GHL onan
annual basisin the Federal Register; and (4) arequirement for NMFSto notify the Council in writingwithin
30 days of receiving information that the GHL has been exceeded.

GHL Analysis 214 April 29, 2003



5.0 CONSISTENCY WITH OTHER APPLICABLE LAWS
5.1 Halibut Act Reguirements

The North Pacific Halibut Act of 1982 governs the promulgation of regulations for managing the halibut
fisheries, in both State and Federal waters. The language inthe Halibut Act regarding the authorities of the
Secretary of Commerce and the Regional Fishery Management Councils is excerpted bel ow:

‘The Regional Fishery Management Council having authority for the geographic area concerned may
develop regulations governing the U.S. portion of Convention waters, including limited access regulations,

applicable to nationals or vessels of the U.S., or both, which are in addition to, and not in conflict with

regulations adopted by the Commission. Such regulations shall only be implemented with the approval of
the Secretary, shall not discriminate between residents of different States, and shall be consistent with the

limited entry criteria set forth in Section 303(b)(6) of the Magnuson Act. If it becomes necessary to allocate
or assign halibut fishing privileges among various U.S. fishermen, such allocation shall be fair and equitable

to all such fishermen, based upon the rights and obligations in existing Federal law, reasonably calculated
to promote conservation, and carried out in such a manner that no particular individual, corporation, or
other entity acquires an excessive share of the halibut fishing privileges...’

Fromthe languageinthe Halibut Act, it isclear that whilethe jurisdictional authority for limited access and
other allocation measures resides within the provisions of the Halibut Act, consideration of those types of
measuresis subject to many of the same criteria described under the Magnuson-Stevens Act. In particular,
the 303(b)(6) provisions of the Magnuson-Stevens Act and the language from National Standard 4 are
directly referenced. Therefore, thefollowing sectionsareincludedto discussthe consistency of the proposed
alternativesrelative to certain provisions of the Magnuson-Stevens Act and other applicable laws, without
regard for whether such treatment is formally required.

5.2 National Standards

Below arethe 10 National Standardsas containedin the Magnuson-Stevens Act (Act), and abrief discussion
of the consistency of the proposed alternatives with those National Standards, where applicable.

National Standard 1 - Conservation and management measures shall prevent overfishing while achieving,
on a continuing basis, the optimum vield from each fishery

None of the aternatives would inhibit the prevention of overfishing. A cap on the charter fishery, if’
implemented as a strict allocation between the two sectors, could result in foregone harvests of the halibut
resource, relative to the statusquo, if the charter fleet does not harvest the full amount of itsallocation. This
is because ,under the status quo, the commercial fleet would have been allocated an amount of halibut
resultingin full harvest of the overall quota. However, the amount of this potentially unharvested fish, under

any alternative, would likely be minimal, representing less than 5% of the overall quota. Thisis amilar to
the amount which currently goes unharvested under the commercia 1FQ fishery, and the‘loss’ of thisfish
to harvest may be more than offset by other management concerns, including considerationsunder National

Standard 8.

Options which establish the GHL as atarget cap but not as a strict allocation (rather, other management
measuresaretriggered tokeep the charter fleet bel ow the target catch share) do not result in unharvested fish
by the commercial sector, other than the amount which goes unharvested by choice. It is not clear whether
the existing distribution of halibut catch among the sectorsisat an optimal level, or whether the alternatives
under consideration would result in the optimal yield from the fishery.
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National Standard 2 - Conservation and management measures shall be based upon the best scientific
information available.

While information on the charterboat industry is less definitive than for most commercial fisheries
management considerations, considerableeffort and expense has been applied to analysis of the alternatives
inthisdocument. Theresultsof the contract work by ISER in 1997 (which arereferencedinrelevant sections
of thisanalysis) comprise the mogt definitive information available on the composition and characteristics
of the charter halibut fishery. Because harvest levels by the charter fleet are a function of client demand,
rather than biomass or quota levels, definitive estimates of future harvest, in the absence of a GHL, are not
possible with the information available.

National Standard 3- To the extent practicable, an individud stock of fish shall be managed as a unit
throughout its range, and interrelated stocks of fish shall be managed as a unit or in close coordination.

The Pacific halibut stock is considered by the IPHC to be a single stock inthe North Pacific, though with
significant migratory patterns and shifts in distribution, both within years and across years. However, it is
managed by more discrete regulatory areas (Areas 3A and 2C for example) asis described in the analysis.

National Standard 4 - Conservation and management measures shal not discriminate between residents of
different states. I it becomes necessary to allocate or assign fishingprivilegesamong variousU.S. fishermen,
such allocation shall be (A) fair and equitable to all such fishermen, (B) reasonably calculaed to promote
conservation, and (C) carried out in such amanner that no particular individual, corporation, or other entity
acquires an excessive share of such privileges.

The only aspect of the proposed alternativeswhich could differentially affect residents by state would be a
cap on the charterboat fleet which curtals their season. Thiswould be an indirect effect in that, if charters
areunavailableinthelatter part of the season, visitorsfrom out of state would be disproportionately affected
- while resident anglers would also be precluded from a charter trip, they would have a much higher
likelihood of making other arrangements for halibut fishing, or taking their trip earlier in the season. None
of thealternativeswould allocate disproportionate fishing privileges- amoratorium alonewould definewho
could participate, but would not affect the degree to which any charter operator could fish.

National Standard 5 - Conservation and management measuresshall, where practi cable, consider efficiency
in the utilization of fishery resources, except that no such measure shdl have economic dlocation asitssole

purpose.

While economic allocation, between commercial and charter fisheries, is a potential consequence of the
alternatives, various other considerations areidentified in the Problem Statement and are considered in the
analyses (see National Standard 8, for example).

National Standard 6 - Conservation and management measures shall take into account and allow for
variations among, and contingencies in, fisheries, fishery resources, and catches.

The proposed alternativesare structured to, among other objectives, accomplish what isimplied by National
Standard 6. Under the existing management structure, any reductionsin the overall halibut quota available
are at the expense of the commercial fleet, because projected catch by the charter fleet is taken off the top
prior to setting the commercial quotas. A system of percentage allocations (viaa GHL) between the charter
fleet and the commercial fleet would provideamorefair and equitable basisfor distributing the quotawhen
there are natural fluctuations in the biomass. A moratorium has the potential to create a similar stability
between sectors, as wdl as enhance gability within the charter fleet when these fluctuations occur.
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National Standard 7 - Conservation and management measuresshall, where practi cable, minimize cogs and
avoid unnecessary duplication.

Imposng either additional reporting requirements, amoratorium, a cap on the catch by the charter fishery,
or any combination of those would increase costs of management relative to the status quo. Reporting
requirements would impose minimal costs to the fleet, but would create additional costs to the agency for
compilingand processing theinformation from thosereports. A moratoriumwould likely imposethe greatest
coststo management agencies, with additional staff being required to administer the applicationsand appeal s
process. Subsequent enforcement of the moratorium could impose additional costs to the agency. The
proposed cap onthe catch by the charter fleet (GHL) wouldimpose significant costs, but only if the cap was
effected through in-season monitoring of catch, as opposed to simply setting the season length at the
beginning of the year, or managing it as a trigger which would effect other management measures in
subsequent years.

National Standard 8 - Conservation and management measures shdl, consistent with the conservation
requirements of this Act (including the prevention of overfishing and rebuilding of overfished stocks), take
into account the importance of fishery resources to fishing communities in order to (A) provide for the
sustained participation of such communities, and (B) to the extent practicable, minimize adverse economic
impacts on such communities.

The alternatives within this analysis are specifically proposed to, among other things, deal with issues
relating to community stability. For example, one of the primary problems identified with the status quo is
the open-ended reall ocation from commercial to charter fishing, and the attendant potential impactsto coastal
communities which rely on the commercial halibut fishery. Thisis complicated by the fact that the charter
fleet, in most cases, isbased in those same communities, and stability for the community asawholeisbased
on trade-offs between those two sectors within the community. An explicit division of the quotas, aswell
as a moratorium on further entry into the charter fishery, has the potential to enhance overall community
stability by defining the expectations of all users of the hdibut resource. Overall economic activity within
communities may be more of atrade-off between sectors within the community, though one sector may
contribute more economic activity per fish than the other.

National Standard 9 -Conservation and management measures shall, to the extent practicabl e, (A) minimize
bycatch, and (B) to the extent bycatch cannot be avoided, minimize the mortality of such bycatch.

Not applicable to thisissue.

National Standard 10 - Conservation and management measures shall, to the extent practi cable, promote the
safety of human life at sea.

Not applicable to thisissue.
5.3 Section 303(a)(9) - Fisheries Impact Statement

The Magnuson-Stevens Act requires that any management measure submitted by the Council take into
account potential impacts on the participants in the fisheries, as well as participantsin adjacent fisheries.
Without regard to whether this is formally required, under the proposed action, the following information
isprovided. Theimpacts of a GHL on the charter fleet catch have been discussed in previous sections of
thisdocument. A strict allocation (cap) for the charter sector, depending onwhat percentageis adopted and
on future halibut quotas, could adversely impact operators within the charter fleet by curtailing their
operating season, and reducing the number of trips, and income, they are able to generate. A ‘soft” GHL
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(imposed as atarget which would trigger other measuresin subsequent years) would not curtail the charter
fishing season, but could influence client demand for fishing trips. Not imposing a cap has the potential to
create negative impacts to the participants in the commercial halibut fishery, as a greater percentage of the
overall halibut quotas goes to the charter fishery over time.

A moratorium on further entry could positively impact participants in the charter fishery by reducing
potential competition and providing amore stable operating environment, with or without aGHL . Depending
on the qualification criteria chosen by the Council, however, some participants, or potential participants,
might be excluded from the fishery with obvious negative impacts to their operations. The choice of
participation criteriawill be a very critical issue in the Council’s consideration of the moratorium.

Less obvious impacts could accrue to participants in ‘adjacent’ fisheries from either the cap or the
moratorium alternative. As more and more fisheries, both in Alaska and nationwide, become subject to
limited entry management measures, existing and potential fishermen have fewer and fewer options upon
whichto apply their existing or plannedinvestments. Potential entrantsinto the charter fishery, fromin-state
and out-of -state, will havetoturnto other, perhapsovercrowded, fisheries, or pursueother lifestyles. Perhaps
the most immediate and significant impact of either the moratorium or the cap alternative would be to
concentrate effort in other charter fisheriesin Alaska, such as salmon. Thecap alternative may not create as
significant an impact, Snce salmon fisheries occur earlier in the summer anyway, and the cap would only
impact halibut fishing andin-season measures. A moratorium onfurther entry into the halibut charter fishery
would leave potential new guides, lodges, and outfitters nowhere to participate other than the salmon,
rockfish, and lingcod fisheries.

Not imposing a GHL with the associated framework of harvest restrictions could reduce the amount of
halibut available to the commercial fisheries, particularly if the charter fishery continues to expand and the
halibut quota decreases. This could increase effort by commercial halibut fishermen in other commercial
fisheries in which they are permitted to participate.

5.4 Section 303(b)(6) - Limited Entry Requirements

Under Section 303 (b)(6) of the Magnuson-Stevens Act, the Council and SOC are required to take into
account the following factors when developing a limited access system: (A) present participation in the
fisheries, (B) higorical fishing practices in, and dependence on, the fisheries, (C) the economics of the
fisheries, (D) the capability of fishing vessels used in the fisheries to engage in other fisheries, (E) the
cultural and social framework of the fisheries, and (F) any other relevant considerations.

In considering a proposed limited entry program for the charter flegt, the Council contracted with ISER in
1997 to provide the heretofore lacking information on the structure, dynamics, and economics of that
industry sector. That information hasbeenupdated in thisanal ysi swithinformation fromthe current logbook
program which defines active participation in these fisheries. Sections 3.0 and 4.0 of this document contain
further descriptions of the economics of the charter fishery. Section 4. 5 describes the limited entry
(moratorium) alternatives being considered, details the current participation levels as evidenced by the
logbook program, and describesthe historical participationintermsof IPHC licenses held from 1995-1998.
The charter fisheries are characterized by considerable entry and exit, even across the four years being
considered for participation eligibility. Limitations associated with using the 1998 logbooks as evidence of
participation are detailed in Section 4.5, aswell.
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5.5 Regulatory Hexibility Act
5.5.1 Introduction

The Council is considering limiting the halibut charter industry’s harvest in IPHC Areas 2C and 3A.
Restricting increases in catch may be accomplished using one or acombination of measures. Under a GHL,
NMFS would implement management measures to slow charter harvests of halibut in the year after a set
percentage of the TAC or a specific number of hdibut are harvested by the charter fleet. In addition to
measuresthat would slow the harvest of halibut, the Council is also considering a moratorium on new entry
into the halibut charter fishery. The moratoriumwould limit future expansion of the number of vesselsinthe
fishery (and possibly limit harvests within GHL target levels), while protecting the current participants
shouldalimit beimposed on their harvests by providing amore stable operating environment. NMFSisalso
considering management measures which would establish a notification process if aGHL in agiven area,
but would not contain a framework of harvest restriction measures.

The Regulatory Flexibility Act (RFA) requiresanalysis of impactsto small entities, one component if which
is composed of small businesses, which may result from regulations being proposed. In order to allow the
agency to make a certification decision, or to satisfy the requirements of an Initial Regulatory Flexibility
Analysis (IRFA) of the preferred alternative, this IRFA has been included, whichis specified to contain the
following:

« A description of the reasons why action by the agency is being considered;
« A succinct statement of the objectives of, and the legal basisfor, the proposed rule;

« A description of, and where feasible, an estimate of the number of small entities to which the proposed
rule will apply (including aprofile of the industry divided into industry segments, if appropriate);

« A description of the projected reporting, recordkeeping and other compliance requirements of the
proposed rule, including an estimate of the classes of small entitiesthat will be subject to the requirement
and the type of professional skills necessary for preparation of the report or record,;

« Anidentification, to the extent practicable, of all relevant Federal rules that may duplicate, overlap or
conflict with the proposed rule;

« A description of any significant alternatives to the proposed rule that accomplish the stated objectives
of the Magnuson-StevensAct and any other applicabl e statutes and that would minimize any significant
economic impact of the proposed rule on small entities. Consistent with the stated objectives of
applicable statutes, the analysis shall discuss significant alternatives, such as.

1. The establishment of differing compliance or reporting requirements or timetables that take into
account the resources available to small entities;

2. Theclarification, consolidation, or simplification of compliance and reporting requirements under
the rule for such small entities;

3. Theuse of performance rather than design standards;

4. An exemption from coverage of therule, or any part thereof, for such small entities.
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5.5.2 Statement of the Problem

The recent expansion of thehalibut charter industry, including outfitters and lodges, may make achievement
of Magnuson-Stevens Act Nationd Standards more difficult. Of concern isthe Council's ability to maintain
the stability, economic viability, and diversity of the halibut industry, the quality of the recreational
experience, the access of subsistence users, and the socioeconomic well-being of the coastal communities
dependent onthehalibut resource. Specifically, the Council notesthefollowingareasof concern withrespect
to the recent growth of halibut charter operations, lodges and outfitters:

1. Pressure by charter operations, lodges and outfitters may be contributing to locaized depletion in
several areas.

2. The recent growth of charter operations, lodges and outfitters may be contributing to
overcrowding of productive grounds and declining harvests for historic sport and subsistence
fishermen in some areas.

3. Asthereiscurrently no limit on theannual harvest of halibut by charter operations, lodges, and
outfitters, an open-ended reallocation from the commercial fishery to the charter industry is
occurring. Thisreallocationmay increaseif the projected growth of the charter industry occurs.
The economic and social impact on the commercial fleet of this open-ended reall ocation may
be substantial and could be magnified by the IFQ program.

4. In some areas, community stability may be affected as traditional sport, subsistence, and
commercial fishermen aredisplaced by charter operators, |odges, and outfitters. The uncertainty
associated with the present situationand the conflictsthat are occurring between the vari ous user
groups may al so be affecting community stability.

5. Information is lacking on the socioeconomic composition of the current charter industry.
Information is needed that tracks. (1) the effort and harvest of individual charter operations,
lodges, and ouitfitters; and (2) changes in business patterns.

6. The need for reliable harvest data will increase as the magnitude of harvest expands in the charter
sector.

5.5.3 Objective Statement of Proposed Action and itsLega Basis

The abjective of the proposed action is to provide a process of notification which will provide the Council
an opportunity to consider any additional management measures on the halibut charter industry in possible
future rulemaking actions in IPHC Areas 2C and 3A. During the early 1990s this fleet experienced
substantial growth. Projections made in the mid-1990s indicated that, if left unchecked, the charter fleet
could grow to alevel equal to or greater thanthe commercial fleet in Areas 2C and 3A by year 2008. Growth
inthe charter fleet harvestsisdifficult to ascertain, with widefluctuationsin harvest level sover the past four
years(1995-1998). However, decreasesin halibut biomass|evels, combined with any growth in catch by the
charter fleet, wouldresultin adefacto reall ocation away from the commercial fleet, under the statusquo. The
Halibut Act along withthe Magnuson-Stevens Act grantsthe Council authority to overseeallocations of the
halibut fishery in Alaskan and Federal waters. Setting overall removals of halibut is under the authority of
the International Pacific Halibut Commission.

5.5.4 Description of each action (non-mutually exclusive alternatives)

The complete list of specific aternatives is contained in Chapter 1 of this document. Though there are a
number of options and suboptions, the major aternatives being considered are:

1. Status Quo - do not develop measures to implement a guideline harvest leve (GHL) for the halibut
charter fishery.
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2. EstablishaGHL as
(a) a percentage of the combined commercial/charter quota,
(b) arange (in numbers of fish or poundage)

3. Implement arange of management measures as necessary to maintain the charter harvest withinthe GHL
- options include the following:

« linelimits »  super-exclusive registration
+ boat limit « gport catcher vessel only area
« annua angler limit « gportfish reserve
« vessd trip limit « rod permit
« bag limits
4. Establisharea-wide moratorium (2C or 3A) on charterboat permits, based on thefollowing participation

criteria:

Y ears of participation

Option 1: 1995, 1996, and 1997 IPHC licenses and 1998 logbook
Option 2: 2 of 3 years (1995-97), plus 1998 |ogbook

Option 3: 1 of 3(1995-97), plus 1998 |ogbook

Option 4:  license or logbook in any one year (1995-98)

5. Publish the GHLs in the Federal Register and require NMFS to notify the Council when a GHL is
reached.

5.5.5 Reasoning for, and focus of, an IRFA

To ensure a broad consideration of impacts and alternatives, this draft IRFA has been prepared pursuant to
5 USC 603, without first making the threshold determination of whether or not the proposed actionswould
have asignificant economicimpact on asubstantial number of small entities. Thissection attemptsto provide
information to differentiate among the proposed alternatives, in the context of the requirements to prepare
an IRFA. A formal IRFA focusing on the preferred alternative is included in this package for Secretarial
review. In determining the scope, or ‘ universe', of theentitiesto be consideredin an IRFA, NMFS generally
includes only those entities, both large and small, that can reasonably be expected to be directly affected by
the proposed action. If the effects of the rulefall primarily on adistinct segment, or portion thereof, of the
industry (e.g., user group, gear type, geographic area), that segment would be considered the universefor the
purpose of this analysis.

5.5.6 Requirement to Prepare an IRFA

The RFA first enacted in 1980 was designed to place the burden on thegovernment to review all regulations
to ensure that, while accomplishing their intended purposes, they do not unduly inhibit the ability of smal
entities to compete. The RFA recognizes that the size of a business, unit of government, or nonprofit
organization frequently has a bearing on its ability to comply with afederal regulation. Major goals of the
RFA are: (1) to increase agency awareness and understanding of the impact of their regulations on small
business, (2) to require that agencies communicate and explan their findings to the public, and (3) to
encourage agenciesto useflexibility and to provide regulatory relief to small entities. The RFA emphasizes
predicting (negative) impactson small entitiesasagroup distinct from other entitiesand on the consideration
of alternatives that may minimize the impacts while still achieving the stated objective of the action.
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5.5.7 WhatisaSmall Entity?

The RFA recognizes and defines three kinds of small entities: (1) small businesses, (2) smal non-profit
organizations, and (3) and small government jurisdictions.

Small businesses. Section 601(3) of the RFA definesa ‘small business’ as having the same meaning as
“small business concern’ which is defined under Section 3 of the Small Business Act. ‘ Small business' or
“small business concern’ includes any firm that is independently owned and operated and not dominate in
itsfield of operation. The SBA hasfurther defined a“ small business concern” as one “organized for profit,
with a place of business|ocated in the United States, and which operates primarily withinthe United States
or which makes asignificant contributionto the U.S. economy through payment of taxes or use of American
products, materials or labor..A small business concern may be in the legal form of an individual
proprietorship, partnership, limited liability company, corporation, joint venture, association, trust or
cooperative, except that where the formis ajoint venture there can be no more than 49 percent participation
by foreign business entities in the joint venture.”

The SBA has established size criteriafor all major industry sectorsin the U.S. including fish harvesting and
fish processing businesses. A businessinvolved in fish harvesting isa smdl businessif it isindependently
owned and operated and not dominant in itsfield of operation (includingitsaffiliates) andif it has combined
annual receipts not in excessof $3 million for all its affiliated operations worldwide. A seafood processor
isasmall businessif it is independently owned and operated, not dominant in its field of operation, and
employs 500 or fewer persons on a full-time, part-time, temporary, or other basis, at all its affiliated
operations worldwide. A business involved in both the harvesting and processing of seafood productsis a
small business if it meets the $3 million criterion for fish harvesting operations. A wholesale business
servicing the fishing industry is a small businesses if it employs 100 or fewer persons on a full-time,
part-time, temporary, or other basis, at al its affiliated operations worldwide. Finally, for marinas and
charter/party boats, asmall business is one with annual receipts not in excess of $5.0 million.

The SBA has established “principles of dfiliation” to determine whether a business concern is
“independently owned and operated.” In general, business concerns are affiliates of each other when one
concern controls or hasthe power to control the other, or athird party controls or has the power to control
both. The SBA considers factors such as ownership, management, previous relationships with or ties to
another concern, and contractual relationships, indetermining whether affiliation exists. Individualsor firms
that haveidentical or substantially identical businessor economicinterests, such asfamily members, persons
with common investments, or firms that are economically dependent through contractual or other
relationships, aretreated as one party with such interests aggregated when measuring the size of theconcern
in question. The SBA countsthe receipts or employeesof the concernwhose size isat issue and those of dl
itsdomestic andforeign affiliates, regardless of whether theaffiliates are organized for profit, in determining
the concern’ s size. However, businessconcerns owned and controlled by Indian Tribes, Alaska Regional or
Village Corporations organized pursuant to the Alaska Native Claims Settlement Act (43 U.S.C. 1601),
Native Hawaiian Organizations, or Community Development Corporations authorized by 42 U.S.C. 9805
are not considered affiliates of such entities, or with other concerns owned by these entities solely because
of their common ownership.

Affiliation may be based on stock ownershipwhen (1) A personisan affiliate of aconcernif the person owns
or controls, or has the power to control 50% or more of its voting stock, or ablock of stock which affords
control becauseit islargecompared to other outstanding blocks of stock, or (2) If two or more persons each
owns, controls or has the power to control less than 50% of the voting stock of a concern, with minority
holdings that are equal or approximately equal in size, but the aggregate of these minority holdingsislarge
as compared with any other stock holding, each such person is presumed to be an affiliate of the concern.
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Affiliation may be based on common management or joint venture arrangements. Affiliation arises where
one or more officers, directors or general partners controlsthe board of directors and/or the management of
another concern. Partiesto ajoint venture also may be affiliates. A contractor and subcontractor are treated
asjoint venturersif the ostensible subcontractor will perform primary and vital requirements of a contract
or if the prime contractor is unusually reliant upon the ostensible subcontractor. All requirements of the
contract are considered in reviewing such relationship, including contract management, technical
responsibilities, and the percentage of subcontracted work.

Small organizations. The RFA defines* small organizations” asany nonprofit enterprisethat isindependently
owned and operated and is not dominant in itsfield.

Small governmental jurisdictions. The RFA defines small governmental jurisdictions as governments of
cities, counties, towns, townships, vill ages, school districts, or special districtswith popul ationsof fewer than
50,000.

5.5.8 Description of the Businesses Potentially Affected by the Proposed Action(s)
5.5.8.1 Charter fishery

Chapter 3 of this document, the associated appendices, and particularly the 1997 EA/RIR/IRFA (NPFMC
1997) provide as detail ed a description of the guided halibut sport fishery (charterboat fleet) asisavailable.
The numbers of businesses in the 2C and 3A fisheries were 397 and 434, respectively, according to 1999
ADF& G loghook data. The 1998 |ogbook programindicated a similar number of active participants. Actual
vessel numbers are dlightly higher as some busnesses own multiple vessels, so the total number of
potentially affected vesselsisaround 1,100, again based on participation asevidenced by the 1998 and 1999
logbook program. Notethat not all of thesevessel swould qualify under most of the moratorium alternatives,
whilemore than twice that number might qualify under the most liberal alternative (see Section 4.5 through
4.5.7). All would be considered small entities according to the $5 million gross revenue threshold. The
charter fleet is a very homogeneous group with similar operating characteristics and vessel sizes, with the
exception of avery few larger, ‘headboat’ style vessels. Thevast majority are from 25ft-50 ft in length and
carry up tosix fishermeneach. Chapters3and 4 contain more detailed breakdowns on these vessd's, by size,
homeport, operating characteristics and economic informaion. This sector constitutes the “universe” of
potentially directly regulated entities, for purposes of the RFA assessment.

5.5.8.2 Commercial fishery

Other small entities which may be indirectly affected, but which are not directly regulated by the proposed
aternatives, includevessd s participatingin the commercial halibut fisheries. Whiletheseoperations are not
formaly the subject of this IRFA (because they do not face the potential to be directly regulated under the
proposed action) they are, nonetheless, included here for completeness, because of the competitive
relationship between this sector and the charterboat sector, in terms of the halibut allocation (e.g., GHL)
issue. The GHL alternativesessentially represent atrade-off in benefits between thecharter and commercial
sectors. Baseline dataon the number of participantsin the commercial halibut fishery are also presented in
Chapter 3, for perspective. Projected impactsto these vessels are detailed in Chapter 4, to provide context
within which to understand the dynamics of the aggregate halibut fishing industry. The vast mgjority of the
vessd s operating in the commercia halibut fishery would be considered small entities. However, afew of
the participantswill likely meet the $3 million grossrevenue threshold and be considered | arge entities under
the RFA. Data, concerning ownership and affiliation arrangements among the vessds in this fleet, are
exceedinglimited. Itis, therefore,impossibleto provide precisecounts of which of these commercial halibut
operations are “smal” (under the RFA criterion), and which are not.
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5.5.8.3 Other small entities

None of theproposed GHL actionsdirectly regulate” small government jurisdictions’ (asthat termisdefined
under RFA). They may, nonetheless, have indirect effects which are important to characterize and
understand. These effectsarethe subject of much of thel/O analysis, contained in Section4.4.4 of theRIR.
For completeness, the following section isincluded in this IRFA.

Many of the small government jurisdictionsindirectly affected by the GHL are considered small entities. The
commercia and charter fisheriesall occur in communities that havefewer than 50,000 residents. However,
some of the participantsin these fisheries resde in communities that would not meet the small government
jurisdiction definition of the RFA. Table5.1 showsthe grossrevenuesthat were generated from commercial
halibut landings that were made in those ports over the years 1995 through 1999. The citieswith an asterisk
by their name were thought to have populations of more than 50,000 people, and woul d be considered alarge
government jurisdiction under the RFA.

Thereareno“small nonprofit” organizationsdirectly regulated by the proposed GHL action, nor would there
be expected to be any significant indirect effect imposed on such entities by this action.

5.5.9 Record keeping requirements

Additional record keeping and reporting measures could be implemented in conjunction with some of the
alternatives such asa moratorium or cap on the charter halibut harvest. Inand of itself, the proposed record
keeping and reporting requirementswould not likely represent a“ significant’ economic burden on the small
entities operating in this fishery. Existing reporting requirements through the State of Alaskawould likely
negate additional requirementsrelaivetothe GHL alternatives, whileamoratorium alternativewould likely
impose additional reguirements (initially) for the charter fleet. 1f NMFS were to implement a separate data
collection program, that could increase reporting burdens on individual operators. However, this data
collection program is not part of this proposed action. Any additional data collection programs would be
implemented at a later time and would be likdy to address the needs of other programs (i.e., the halibut
charter IFQ Program). Although NMFS has not yet devel oped a data collection program, it may be similar
to the logbook program that was used by the State, and may not represent a significant change from data
collection methods for the guided recreational fishery used in the past.

5.5.10 Potential Impacts of the Alternatives on Small Entities
5.5.10.1 Limit the amount of halibut taken by the guided halibut fishery

As discussed previously in this document, this alternative, which would impose a cap on the amount of
halibut which could be taken by the charter industry, has the potential to curtail the fishing seasons for all
such operators statewide, or in specific regionsfor which a cap may be imposed, only if implemented as a
strict allocation, which is contrary to the Council’s intent under the GHL as recommended in 1997. The
magnitude, timing, and distribution of the associated operational effects vary across the options under
consideration, but many have the potential to result in adverse economic impacts to the small charter
operators, lodges, and outfitters across Alaska. These economic and operational effects are the subject of
(and reported in detail in) the RIR. An enumeration and description of the potentially effected universe of
entitiesis contained in Section 3.2.1.2 of the EA, and Section 4.6.1 of the RIR.

Conversely, not imposing a cap on the charter fleet could erode the harvest share available to commercial

halibut fishermen, most of whom are also small entities, based upon RFA criteria, although none of whom
wouldbe*directly regulated” by the proposed action. Alternativeswhich specify the GHL asatarget amount

GHL Analysis 224 April 29, 2003



for the charter fleet (and thenimposerestrictive harvest measures on that sector in subsegquent years) would
not curtail thefishery, but could impact client demand for fishing trips, depending on thefoll ow-up measures
implemented. For example, reduced bag limits for the charter fleet could induce clientsto take fewer trips,
thereby reducing revenuesto individual operatorsin the charter fleet. Based on projections of growth of the
charter fleet, and current halibut biomass conditions, a GHL could be met in the near future, depending on
the level at whichthe GHL is set, thereby triggering harvest or effort reduction measures.
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Actions which set the GHL as arange of halibut (afloor in either numbers of fish or pounds), as opposed
to a percentage of the available quota, are less likely to negatively impact the charter fleet in general;
conversely, these alternatives result in potential negative impacts to the commercial fishery (relative to a
floating percentage for the charter fleet) particularly if halibut biomass declinesto low levelsin the future
(an outcome which fails to achieve the objective of the proposed action).

Asnoted previoudly, itisnot possibl e, based upon availabl e data, to provide quantitative empirical measures
of the precise scope or naure of attributable economic impacts which may accrue from adoption of this
aspect of the action. All such impacts have been addressed, both quantitatively and qualitatively, to the
fullest extent practicable, throughout the preceding RIR. Nonetheless, it is possible to conclude that,
because all potentially effected entities are “small”, asthistermisdefined under the RFA , and thereareno
meaningful distinctions to be made “among” the population of small charter operations, based upon size or
operational characteristics(i.e., the population of small entities cannot beusefully further subdivided ), there
would be no differential impacts, based upon s ze of operation, across the charterboat sector, attributable to
this aspect of the proposed action.

5.5.10.2 Impose a moratorium on further entry into the guided halibut sport fishery

The alternative to impose a vessel moratorium would not, in and of itself, result in significant adverse
impacts to the charterboats currently involved in the fishery, unless the number of qualifying vessels was
sufficiently low as to negate the need for additional management measures (i.e., if the number of vessels
qualifyingwould not be expected to be able to reach the GHL). Asthe RIR demonstrates (see Section 4.5),
giventhe potential GHL dternatives, halibut biomass condition (currently at all-time highs and expected to
decrease), and the current and expected charter harvest overall, it isnot likely that amoratorium alternative
would be effective, by itself, in keeping harvest withinthe GHL in thenear future (i.e., amoratoriumwould
fail to achieve the management objectives specified for this action and, therefore, is not a viable
“aternaive’, but rather a potential “complement”, to a GHL program).

A moratorium could providea more stable operating environment for those who qualify in the charter fleet.
The only adverseimpact of a moratorium would be the loss of income by businesses which do not qualify
for such amoratorium. The RIR analysisfrom Chapter 4 showsa substantial number of vessels (busi nesses)
operating in 1998 and 1999 that may not qualify under any but the most liberal moratorium alternative, and
there is considerable entry and exit in this sector in recent years.

Local area management plans (LAMPs), being devel oped separately from the measures proposed in this
analysis, are an alternative forum for moratorium programs. Local level moratoria may be able to address
overcrowding problems and local industry sability, while minimizing negative impacts resulting from
displaced charter operators, or from newly developing areas (see Section 4.5.4).

It is not possible to be more specific about potential impacts associated with this proposed action. The
analysis, presented intheRIR, treatsthisissue in as much detail as can be provided, given the available data.
Again, al entitieswhich may bedirectly regulated under the proposed action, would be*small”, based upon
RFA definitions. Therefore, there are no differential effects, based upon variable size of operation,
associated with this aspect of the action under consideration, herein.

5.5.10.3  Publish the GHL and require notification to the Council when a GHL is reached
This alternative would result in no impacts on small entities, similar to the no action alternative. No

implementing regulations changing the amount of halibut harvested by any sector would result. No changes
tofishing practiceswould result under thisalternati ve. This alternative would merely establish anotification
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process whereby NMFSwould notify the Council and the public if a GHL is exceeded. This could result
in additional recommendations for additional rulemaking, but such rulemaking is not required by this
notification.

Conclusion

Thereare no alternativesto the Council preferred alternative which simultaneously achieved the objectives
of the proposed action and impose smaller economic and operational burdens on directly regulated small
entities, asdemonstrated by the analysis contained in Chapter 4 of thisdocument. However, recent case law
resulted in the identification of a new preferred alternative that would set the GHL s and methodology for
reducing them if the halibut biomass declines, and require NMFS to notify the Council once a GHL is
reached. | mplementing management measures that would reduce guided sport halibut harvests would result
under a separate, future action.

Data are inqufficient to permit preparation of a “factual basis’ upon which to certify that the Council
preferred alternative does not have the potential to result in a*“significant adverse impacts on asubstantial
number of small entities”, asthosetermsaredefined under RFA . Because, based on all availableinformation,
it is not possibleto certify this outcome if the proposed action is adopted, aformal IRFA, focusing on the
preferred alternative(s), has been prepared and isincluded in this package for Secretarial review. However,
it appears evident that the NMFS preferred alternative, which by itself only triggers notification to the
Council that a GHL has been reached under the standard Federal rulemaking process, does not directly
impact any small entity. A formal FRFA has been prepared for the NMFS preferred alternative (dated April
2003).
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